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GOVERNMENT COMPETITION WITH BUSINESS: 
REFRIGERATED WAREHOUSES 


WEDNESDAY, JUNE 15, 1960 


U.S. SENATE, 
SeLecr CoMMITTEE ON SMALL BUSINESS, 
SuBCOMMITTEE ON RELATIONS CF Business WirH GOVERNMENT, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:05 a.m., in room 
457, Old Senate Office Building, Senator Harrison A. Williams Jr., 
acting chairman, presiding. 

Present : Senators Williams and Javits. 

Also present: Walter B. Stults, staff director; William D. Amis, 
professional staff member; Harold Putnam, counsel; Wallace Edger- 
ton, administrative assistant to Senator Williams; Joseph Gannon, 
legislative assistant to Senator Keating; and Catherine L. Guyon, 
legislative assistant to Senator Scott. 

Senator Wituiams. The Subcommittee on Relations of Business 
with Government will now come to order. 

I would like to start with a short opening statement. 

For at least 7 years, the Senate Small Business Committee has main- 
tained a continuing alert in the campaign to remove the Federal Gov- 
ernment as a competitor to private business firms. 

During this period, the committee has conducted periodic reviews 
of the overall status of commercial and industrial activities carried 
on by the Government. In addition, in some half-dozen cases, it has 
also focused a spotlight upon specific examples of Government com- 
petition which is seriously hurting small business firms. 

Last month, this subcommittee, under the leadership of Senator 
Alan Bible, investigated in some depth the plans of the Air Force 
to procure and operate additional liquid oxygen generators. The com- 
mittee’s report criticizing this Air Force program will be submitted 
to the Senate today.’ 

This morning, we shall probe another example of the manner in 
which, it is alleged, Government-owned and operated facilities com- 
pete with private firms in refrigerated warehousing. 

Let me say here that I have heard no member of our committee 
criticize the stated policies of the executive branch on this subject. 
Ever since 1952, the Defense Department has pledged itself to get 
out of such businesses; ever since 1955, the Bureau of the Budget has 
operated under bulletins which forcefully state the administration’s 


2S. Rept. 1588, “Government Competition With Business: Liquid Oxygen Production,” 
June 15, 1960. 
1 
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policy to eliminate or curtail all commercial or industrial activities in | 


areas where private industry can do the job. 
he latest of the Budget Bureau bulletins was issued on Septem- 
ber 21,1959. Its policy statement reads as follows: 


It is the general policy of the administration that the Federal Government 
will not start or carry on any commercial-industrial activity to provide a serv- 


ice or product for its own use if such product or service can be procured from | 


private enterprise through ordinary business channels. 


The Assistant Secretary of Defense (Supply and Logistics), Per- 





kins McGuire, signed the Defense Department’s implementation of 


Bulletin 60-2 on November 30, 1959. The McGuire memorandum ex- 
pressed a policy in line with that of the Bureau of the Budget. 

These policy statements express exactly the beliefs of the members 
of this committee. It is only with the implementation of those poli- 
cies that we sometimes disagree. 

There may be many a slip between the announcement of a policy 
and its execution. To allow the crippling of small businesses by de- 
sign or default is intolerable. We are here to find out whether this 
has occurred in the case before us now. 

We will now hear from several witnesses representing the refrig- 
erated warehouse industry of the Northeast. : 

Following their statements we will call upon the Assistant Secretary 
of Defense McGuire,’ or his representative, to present the position of 
the Defense Department and the Department of the Army on this 
particular subject. 

Before we call our first witness, I would like to say that Senator 
Keating had earnestly hoped to be here but was detained in New 
York. At this point I will include Senator Keating’s statement for 
the record. 

(The statement referred to follows :) 


STATEMENT BY SENATOR KENNETH B. KEATING 


Mr. Chairman, I want to thank you for taking the time to hold this most 
important hearing. I realize only too well the great legislative burdens which 
you are faced with as this session of Congress comes to a close. However, I 
know the witnesses will testify to the urgency of this problem and the desperate 
need for correcting a serious economic situation affecting many small businesses 
in New York. I also want to express my sincere thanks to the many representa- 
tives from industry in the port of New York who have arranged to be here. 

There is no doubt in my mind that the various points which will be discussed 
here this morning will evidence a clear need for the return of the Army’s 
subsistence operations to the New York area. 

There are many equities which will require that this rerouting be effected as 
soon as possible. I will not go into the questions of private versus public 
facilities, defense considerations, alleged savings by the Government, or any of 
the other facets of this problem which will be dealt with by the representatives 
of industry present here today. Rather, I should merely like to make one 
observation. 

The port of New York is all too often the object of discriminatory and unfair 
practices because in the minds of many the loss of one contract or the rerouting 
of one product of commerce won’t affect the great port of New York. The port 
itself may not be crippled by such diversions but individual industries will. This 
attitude, moreover, multiplied the many times that it has been in recent years, 
has created an unwarranted and hurtful effect on the port and many of the 
industries, large and small, located therein. 


2Mr. Paul H. Riley, Director of Supply Management Policy, Office of the Assistant 
Secretary of Defense, appeared in behalf of Mr. McGuire. See p. 33. 
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Rail rate differentials, refusal to store or ship great amounts of Government- 
owned grain, loss of prime defense contracts, and many other discriminatory 
practices have all chipped away at the great port and its businessmen, and have 
proved to be most injurious to the general economic picture for the entire State 
of New York. 

The Defense Department’s decision to divert Army frozen food shipments from 
the New York area to Cheatham Annex has caused substantial damage to the 
cold storage warehousing industry located in the port of New York which 
depended to a great extent upon Government business. 

In some cases, the loss to cold storage warehousing facilities has amounted to 
from 50 to 60 percent of their gross cold storage business, causing this industry 
to suffer a loss of approximately $1 million a year, and threatening the jobs of the 
1,200 people employed by the industry in the New York-New Jersey metropolitan 
aren. Additional jobs in related industries, such as railroading, trucking, etc., 
are also jeopardized. 

The transfer of frozen food shipments to Cheatham Annex represents a sub- 
stantial diminution in general cargo volumes shipped via the port of New York, 
as well as a considerable loss of ancillary business to its many small businesses. 
In addition to the loss of frozen foodstuffs, the diversions to Cheatham Annex 
threaten to cause additional losses of general cargo used to top off shiploads of 
frozen foods. This discriminatory practice further contributes to the erosion 
which is undermining the port’s position as the Nation’s leading gateway for the 
handling of foreign trade. 

In many instances, we are forced to accept the loss of business because of 
factors which are beyond our control. In the instant case, however, little, if any, 
reason favors the continued operation of the Cheatham Annex facility, while the 
great equities demand that the movement of Government perishable foodstuffs 
be rerouted through the port of New York. Small business interests require this 
change if they are to exist. 


Senator Witu1AMs. I also understand that Senator Javits is on the 
way but has had weather difficulties in the New York area. He will 
no doubt be here shortly, so our first witness this morning is Mr. Jack 
Augenblick, who is president of the Hudson Refrigerating Co. of 
Jersey City. 


STATEMENT OF JACK AUGENBLICK, PRESIDENT, HUDSON REFRIG- 
ERATING CO., JERSEY CITY, N. J.. AND PRESIDENT, ATLANTIC 
REFRIGERATING CO., NEWARK, N.J. 


Mr. AuGenBLICK. My name is Jack Augenblick, I am president of 
two cold storage warehouses wholly and privately owned. One is the 
Hudson Refrigerating Co., located in Jersey City and the other is At- 
lantic Refrigerating Co. in Newark, N.J., with a total space of 
1,800,000 cubic feet. This statement is made by me as chairman of the 
task force appointed by the Cold Storage Warehouse Association of 
the port of New York. 

My comments as to the transfer of the oversea tonnage from the port 
of New York area to Cheatham Annex will be confined to two 
categories. 

One, the declared policy of the Government not to compete with 
private industry. 

Two, the hardships which have been imposed on the cold storage 
industry in the port of New York. 


GOVERN MENT POLICY 


This administration has repeatedly proclaimed that its policy is not 
to compete with private industry. The Cheatham Annex episode is 
entirely contrary to these principles. The reason for making the 
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change to Cheatham Annex was a matter of dollars, which figures, 
even if they were accepted, amounted to nothing in comparison with 
the maintenance of the port of New York cold storage facilities from a 
security standpoint. The tax losses both Federal, State, and mu- 
ness and real estate far exceed the savings. It has been admitted 
by the Army that they are operating on a ready basis, therefore it is 
certainly obvious that Cheatham Annex is entirely inadequate should 
an emergency arise. 

The hardship situation is indeed a very sad story. Our industry 
in the New York area is not being wrecked, it is wrecked. The Army 
had admitted that in an emergency that they would have to come 
back to the port of New York. If the deterioration of our industry 
continues in the port of New York, the cold storage facilities in the 
port of New York will not be available because one by one the various 
companies are being closed down or put out of business. 

I want to give you a rundown on some of the things that have hap- 
pened since the change over to Cheatham Annex. 

Our industry has lost approximately a million dollars in revenue 
per year. It is more than that. Hundreds of people who were gain- 
fully employed in the cold storage business have lost. their jobs. 
One warehouse recently forced to sell its cold storage facilities for 
$1 million less than the book value. Another cold storage was sold 
for a quarter of the replacement value and even so is having a hard 
time making expenses. Another warehouse was sold in the Bronx. 
Another warehouse belonging to a national chain was sold recently 
in New York City and will not be reopened as a cold storage. There 
is still one more warehouse that will be sold in Jersey City. There 
is another warehouse in New York City that has been closed down the 
last 4 months. Of course most of these cold storages that have been 
sold are still operating at a much lower cost because they were sold 
at sacrific prices; there has been very little loss of space. 

During World War II we were asked to cooperate with the Gov- 
ernment and expand our facilities and surrender most of our space to 
meet, emergency needs. The same situation happened during the Ko- 
rean war. Now that the emergency is over we are left holding the 
bag. The additional space that was built during the two wars has 
added great tax burdens and has caused an intolerable competitive 
situation. There is one matter I wish to refer to which will be ex- 
panded upon by Mr. Mishkin. 

This has been a double-edged sword. Not only have we lost the 
storage revenues but our position has been weakened because the 
customers are fully aware that there is plenty of space and, there- 
fore, are putting us in a bad competitive position. 

In fact we are at the present time, getting less for our services than 
we did in 1954, although the costs have risen tremendously. 

When the Army Quartermaster was situated in the New York 
area we were told how to handle the business. We were not asked for 
advice. We were not asked whether we could handle this business on a 
more economical basis. The Army could have saved millions of dollars 
during this period had they consulted with us on the matter of eco- 
nomic operation. 

We find that the Army operates Cheatham Annex contrary to all 
methods which were required of the New York warehouses. For ex- 
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ample they use nonrefrigerated flat trucks and run them from a 
warehouse to a ship located at an open pier which is loaded in all 
kinds of weather, whereas we were required to use precooled refrig- 
erated trucks and rail cars. It seems odd that the Government takes 
one policy in the case of private industry and another when they 
handle their own operation. For example a code has been suggested 
by a committee of Government members in the Food and Drug Depart- 
ment known as AFDOUS demanding the strictest methods in the 
handling of frozen foods, and rightly so. Certainly Cheatham Annex 
would be totally disqualified if this code were passed and I have 
every reason to believe it will be passed in a very short time. It will 
be resolved into a practical code which the industry will operate 
under. 

The ideology of this democracy since its inception has been to en- 
courage and promote private business. It is because of this that our 
Nation has become powerful, great, and wealthy. And some of us 
seem to forget these things. The founders of this Nation did not in- 
tend the Army or any other Government agency to be in business. In 
fact it was for this reason that the pioneers came to this country to 
escape the restrictions under which they labored. Our national pur- 
pose and destiny is being raped by certain forces in this Government 
and we are either going to remain a democracy or surrender to the 
ideology of foreign countries for whom we have nothing but utter 
contempt. Our way of life would become totally altered. 

It might be said by some people in the Army “why all this fuss 
about such a small operation.” I am sure that I have pointed out the 
injustice of this entire program. Were private industry unable to do 
this job there would be some reason for having made this change. As 
a matter of fact, I don’t see why the Army does not go into a lot of 
other businesses and why they just happened to pick on the cold 
storage business. 

Quite to the contrary during the war—and now I am talking about 
our ability to handle tonnage, during the two wars—we handled mil- 
lions of tons, not thousands but millions of tons out of the port of 
New York and I know of no complaint. In fact I believe every ware- 
house received certificates of merit for their fine performance and 
from all branches of the Armed Forces. I know that our Senators 
from the great States of New York, New Jersey, Massachusetts, and 
Pennsylvania as well as many of the Representatives of the House 
have taken a keen interest in this problem and I want to take this 
opportunity to extend the thanks of the entire industry to them. 

Just one added word. Cheatham Annex was never built as a per- 
manent proposition. That is a matter of record. It was to be put 
into mothballs after the war emergency. 

It is obvious to me that vast amounts of taxpayers’ money were 
poured into this facility to reactivate it again. As a matter of fact 
I have never heard the real figures and I don’t know just where the 
appropriations came from but that is for some other time. 

Putting it bluntly now, and finally, we need this overseas tonnage 
to save our industry in the port of New York and you need the cold 
storage facilities of the port of New York in case of an emergency. 

Senator Witu1AMs. Thank you, Mr. Augenblick. 

Mr. Aucensuick. Are there any questions? 


57444602 
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Senator Witt1ams. We have many questions but I would think that | 


probably a number of them will be answered by the other witnesses. 
We will excuse you and go to our next witness. Thank you. 
We would like to state at this point that Senator Keating is repre- 
sented at the hearings by Joseph Gannon, and Senator Saltonstall is 


represented by Mr. Harold Putnam. Senator Scott is represented by | 


Miss Catherine Guyon, legislative assistant. 

Mr. Purnam. Mr. Chairman, will the record also show I represent 
Senator John F. Kennedy as well as Senator Saltonstall? We have 
a letter about which I would like to ask a question; maybe Mr. Augen- 
blick could answer it. 

Senator Wixtiiams. Mr. Augenblick, could you come back, please? 

Mr. Purnam. Mr. McGuire wrote to Senator Saltonstall by letter 
dated June 10, 1960, with respect to an invitation on April 27 to bid 
for commercial refrigeration warehousing services in New York. He 
said this was restricted to small business but they had no small busi- 
ness bid. Can you tell us why that occurred ? 

Mr. Avucensiick. I am glad you asked that question. This was 
a complete confusion and mixup. The whole industry in New York 
was taken unawares. 

Yes, there was one bid put in by what was classified as large busi- 
ness. Weasked for a postponement, and we received such a postpone- 
ment and there were four bids put in later and it was only a matter 
of weeks. Does that answer your question ? 

Mr. Purnam. When did you first receive notice of the April 27 
opening ? 

You indicate you didn’t have adequate notice. When did you first 
hear about it ? 

Mr. Aucrensiick. I am not positive, maybe someone else can answer 
that in this room. 

Mr. Putnam. Is it your position you had inadequate notice and 
that is why there were no small business bids ? 

Mr. Aucenstiick. I don’t quite hear you. 

Mr. Putnam. Is it your position that there wasn’t adequate notice 
for the April 27 invitation to bid, was that the reason that no small 
business 

Mr. Avucensiick. Adequate notice? 

Mr. Putnam. Yes. 

Mr. Avucensiick. Well, I think someone should answer that ques- 
tion other than myself for one reason. I was not even qualified—my 
small warehouse would not even be qualified or could not handle that 
business. Therefore, I was not particularly interested. I think some- 
one else should answer that question who is more qualified on the sub- 
ject than Iam. 

Mr. Purnam. Mr. Augenblick, how many small businesses in your 
field in New York can handle this business in the amount of $150,000 
gross business per year ? 

Mr. Aucensiick. How many? 

Mr. Putnam. How many qualified businesses might there be ? 

Mr. AucEensiick. Small businesses ? 

Mr. Putnam. Yes. 
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Mr. Aucensuick. I am sure that three can. There are two that 
would be considered as large businesses—two national chains, other 
than the three small ones. 

Mr. Purnam. Are those the three that bid on May 27 but did not 
bid on April 27 ¢ 

Mr. AuGeNBLIcK. | am sorry. 

Mr. Purnam. Are those the same three that did eventually bid on 
May 27, but did not bid on April 27% 

Mr. Aucensuick. I believe so, yes. 

Mr. Purnam. Thank you, Mr. Chairman. 

Senator Wmu1aMs. That isall. Thank you. 

Mr. Morris Mishkin, president of the Harborside Terminal Co. of 
Jersey City. Is he here? I understand he is not here. 

Mr. E. Bartlett Eddy, president of the Quincy Market & Cold 
Storage Co. of Boston ? 

Weare glad to have you with us, Mr. Eddy. 


STATEMENT OF E. BARTLETT EDDY, ASSISTANT TREASURER, 
QUINCY MARKET & COLD STORAGE CO., BOSTON, MASS. 


Mr. Eppy. Senator, and gentlemen, thank you for the promotion. 
I am assistant treasurer of the Quincy Market & Cold Storage Co. of 
Boston. 

Senator WiniiaAms. Weare glad to promote you. 

Mr. Eppy. Our company operates five commercial warehouses in 
Massachusetts. Two which are located in Boston have a total com- 
bined refrigerated space of 3,600,000 cubic feet. These facilities have 
been used extensively for freezing fresh, boned-out beef in cartons 
processed by Boston meat vendors under their contracts with the 
Quartermaster Market Center. 

At the time when this product was being shipped through the port 
of New York, after the product was frozen, it was frequently trans- 
ferred to the Department of Defense in our freezer to stay for a second 
or third month thus resulting in additional gross revenue of approxi- 

mately $70,000 per year to our company. Since the reactivation of the 
cold- storage facility in Cheatham Annex, all product is now physi- 
cally transported there shortly after it has been frozen in our ware- 
houses. 

As a result of this demonstrable loss of revenue due to the transfer 
of product to Cheatham Annex, we are supporting the request of 
representatives of small business in the port of New York that the 
Department of Defense deactivate its cold-storage plant at Cheatham 
Annex. 

We are less concerned with this immediate loss of revenue, however, 
than the possibility that the change in the f.o.b. bid point may even- 
tually result in relocation of the Army’s source of supply for frozen, 
boned-meat products. In 1958, for example, the last year for which 
we have any complete figures, 68.3 percent of all boned, frozen meat 
awarded by the Army for shipment to Europe were supplied by Bos- 
ton vendors who used our facilities for freezing. With the transfer 
of the bid point from New York to Cheatham Annex there is a trans- 
portation differential of three-fourths of a cent per pound, which of 
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course must be added to the bid price and probably eventually will 
seriously impair the ability of the local suppliers to meet competition 
geographically closer to Virginia. 

As a matter of fact at the time the Army was studying the reactiva- 
tion of this cold-storage plant, it was stated in their cost analysis that 
the likelihood of relocation of suppliers would result in possible fur- 
ther savings in the cost of this operation. 

To quote in part, “Perishable subsistence is procured f.o.b, destina- 
tion, to obtain the lowest possible competitive delivered cost.” This 
gives a competitive advantage to vendors located nearer the f.o.b. 
point. New York has enjoyed this advantage. 

The change of f.o.b. point to Cheatham will initially result in an 
increase of procurement costs since present major sources are nearer 
New York. 

The competitive economics of f.o.b. destination procurement tend to 
foster the expansion of existing sources and the development of new 
sources with favorable transportation to the f.o.b. point. 

This has been demonstrated in the past when f.o.b. points for perish- 
ables have been shifted. Competition from existing and new sources 
nearer Cheatham will tend to reduce and possibly eventually eliminate 
this factor favoring New York. 

It is true that in the 2 years since the operation of the Cheatham 
Annex plant, there has been to date very little change in the amount of 
contracts for this frozen meat. product awarded to Boston suppliers. 

The fact that a change in the source of supply is apparently anti- 
cipated by the Department of Defense as a result of this relocation of 
the bid point is a matter of particular concern to us. 

Because of the fact that some of the principal suppliers did rely to 
a large extent on this business, any rearrangement of the source of 
supply would come close to putting some of the principal vendors out 
of business. 

It may also result in the establishment of new concerns elsewhere in 
this same business who will lack the necessary experience to provide 
products when and as required, and may well be totally unable to 
supply quantities required in times of emergency. 

If this expected relocation of sources of supply materializes there 
will undoubtedly be several meat processors in the Boston area who 
will be forced out of business and there will be a corresponding loss 
of our company for handling and freezing charges, a gross revenue 
that will range between $200,000 and $250,000 annually. I have neg- 
lected at this point to include an estimate as to the probable amount of 
revenue that would be lost by the Boston meat vendors themselves. 
I am sure that in view of the volume that they have supplied and are 
still supplying, that would be a very considerable amount. 

The essential role played by the public refrigerated warehouses in 
the last war is well known. Without these facilities the situation in 
the handling of perishables would have been extremely critical. As 
evidence of this importance, the Department of Defense in all its con- 
tracts, with public refrigerated warehouses today, includes a provision 
under which it would be able to requisition up to 25 percent of all 
available space in the event of an emergency. The refrigerated ware- 
house industry, as a whole, is perfectly willing to subscribe to this 
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stipulation in its interest to cooperate to the fullest in the event of any 
extreme urgencies. 

Quincy Market Cold Storage & Warehouse Co. during the last war 
operated at full capacity with five warehouses in the downtown Bos- 
ton area with a total refrigerated space of 6,500,000 cubic feet. This 
was to provide space for accumulation and reshipment of perishables 
which were moving abroad through the port of Boston. 

Due to a geographical relocation of the refrigerated storage business 
in this area, one of these warehouses has since been eliminated and two 
others have been completely demolished. 

If a relocation of the supply of frozen meats should result in elimi- 
nating the refrigeration warehouse revenue previously mentioned, it 
would inevitably seriously weaken the economic structure of the re- 
frigerated warehouse industry in the Boston port area. 

This would undoubtedly also be a contributing factor in our discon- 
tinuance of one of our warehouses leaving our company with a total 
refrigerated space of about 2 million cubic feet in Boston as compared 
with 6,500,000 cubic feet which served at full capacity during the last 
war years. 

We believe in the interest of maintaining small business concerns 
that can be of real service in time of emergency, the Department of 
Defense should discontinue to operate competitive facilities which 
seriously weaken the economic structure of private enterprise. 

We accordingly request that the Department of Defense discon- 
tinue its operation of Cheatham Annex facility in order that lost 
revenue may be restored to taxpaying private industry. 

Senator Witu1AMs. Thank you, Mr. Eddy. Perhaps there are some 
questions. Will you stand by a moment ? 

Mr, Purnam. Mr. Chairman. Mr. Eddy, I am sure you realize 
that both Senator Saltonstall and Senator Kennedy are anxious to find 
out the best thing todo. I wonder if you would comment on the letter 
of June 10, 1960, from Mr. McGuire to Senator Saltonstall [ Reading :] 


I assume that your primary concern is the effect of the Cheatham operation on 
industry in the Boston area. It may, therefore, be of interest for you to know 
that although the original study anticipated some loss in business to the meat 
processors in Boston, such a loss did not materialize and they continue to enjoy 
the same proportion of business they had prior to this move. 

Mr. Eppy. Yes, I realize that and I brought that out in my state- 
ment. 

The fact remains, however, that there is still that danger that due 
to the cost differential, and the possibility that with that extra three- 
quarters of a cent, new sources of supply may develop. 

Mr. Putnam. Is it your position that even though no injury has 
occurred at the moment the change in f.o.b. point and other factors 
indicates a substantial loss in the future ? 

Mr. Eppy. It indicates that possibility. Although I did say also 
that we have lost a small amount of revenue as a result of this change— 
about $70,000 a year to our company. 

Mr. Putnam. What does the Secretary mean by the proportion of 
business? Does he mean proportion of military to civilian ? 

Mr. Eppy. No, I think he means as I understand it—I think I am 
in general right—that the Boston meat processors are enjoying the 
same percentage of contracts in this boned-out meat as they enjoyed 
prior to the Cheatham Annex. 
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Mr. Purnam. The same proportion of the total military needs? 

Mr. Eppy. For this particular product, yes. 

Mr. Putnam. Thank you very much. 

Senator Witt1aMs. Do you have any questions? 

Mr. Sruuts. No questions, Mr. Chairman. 

Senator WitiiamMs. Mr. Horace H. Wilson, president of the Quaker 
City Cold Storage Co., Philadelphia. 

Mr. Wilson, I don’t believe you were with us at our April meeting 
were you ? 

Mr. Witson. No, sir, I was not. 

Senator Wit1aMs. Glad to have you here this morning. 


? 


STATEMENT OF HORACE W. WILSON, PRESIDENT, QUAKER CITY 
COLD STORAGE CO., INC., PHILADELPHIA, PA. 


Mr. Wrison. Thank you very much, Senator. 

My name is Horace Wilson and I am president of the Quaker City 
Cold Storage Co., Inc., of Philadelphia, and its subsidiaries. We 
operate approximately 6 million cubic feet of refrigerated (cold stor- 
age) space. 

I am here as a citizen to protest the Government's operation of 
warehouses in competition with private industry. 

To show my interest in both the welfare of the public and in our 
industry, it may not be amiss to advise that I have been presi- 
dent of the Pennsylvania Warehousemen’s Association for nearly 
30 years. I am a past president of both the American Warehouse- 
men’s Association and the National Association of Refrigerated Ware- 
houses. During the war I served in an advisory capacity for three 
governmental agencies, War Food Administration, Oflice of Defense 
Transportation, and Office of Price Administration, and presently 
IT am serving with the Philadelphia civil defense group on the han- 
dling, storage, and distribution of foodstuffs. 

I understand the Defense Department has submitted figures alleging 
they can save money by operating Cheatham Annex, and the port of 
New York warehousemen have challenged this, but not having had an 
opportunity to check either set of figures, I am not going to comment 
on this but rather on the broader aspect of the case of Government 
competition. 

During the war the warehouse industry spent thousands of dollars 
of its own money improving and adding facilities. (I believe it was 
one of the few industries on the critical list that was not in some way 
subsidized), and its facilities were apparently sufficient to meet every 
demand. I have here reports of the Department of Agriculture from 
January 1944 through April 1960 and except for a few months in the 
early years the warehouse occupancy did not go over 80 percent and 
never over 90 percent. At the present time the average is around 60 
percent. ; , . ‘ 

With the ever-increasing cost of doing business and with better 
methods of production and distribution, warehouses are being by- 
passed, and if they are to be kept in condition, to handle another 
emergency, they must be given every opportunity to increase their 
volume. 





hat 


ula 


thi 
ade 


om 
the 
& 


tio! 
rec 


( 
P 


h 
ing 
sidi 
Wa 
Cor 
Del 
syl 

Wr 
hou 
I @ 
La\ 
me} 
Ass 
Ass 

I 
wal 
of 
abc 
me 

\ 
dec 
to « 


M. 
tic 
CO. 





ker 


ing, 


‘ity 
We 


LOr- 
of 


our 
esi- 
irly 
ise- 
ire- 
ree 
nse 
itly 
an- 


ing 
+ of 
l an 
ent 
ent 


lars 
Was 
vay 
ery 
“om 
the 
and 
| 60 


tter 
by- 
her 
reir 


REFRIGERATED WAREHOUSING 1] 


For years we have had the threat of war hanging over us, and we 
have spent and are spending billions of dollars on the materials of 
war, but are we doing anything about stockpiling foods and partic- 
ularly the cream of the crop—the perishables? It would seem to me 
this should be given the utmost consideration. 

I respectfully request, therefore, that unless it can be proved that 
adequate private facilities are not available, that this committee rec- 
ommend to the Department of Defense that they not only discontinue 
the use of Cheatham Annex, but every other facility of this type. 

Senator Wmu1AMs. Any questions? At this time there are no ques- 
tions, Mr. Wilson. We will include your prepared statement in the 
record at this point. 

(The statement follows :) 


PREPARED STATEMENT BY HorAcE W. WILSON, PRESIDENT, QUAKER City CoLp 
SToRAGE CoMPANY, INC. 


My name is Horace W. Wilson, and I am president of the Camden Refrigerat- 
ing & Terminals Co.; the Quaker City Cold Storage Co., Inc., and its sub- 
sidiaries; the Pennsylvania Warehousemen’s Association, and the Philadelphia 
Warehousemen’s Association. I am chairman of the newly formed Pennsylvania 
Committee on Handling Frozen Foods, representing the following organizations: 
Delaware Valley Frozen Food Association, Food Distributors Association, Penn- 
sylvania Canners Association, Pennsylvania Chain Store Council, Pennsylvania 
Grocers Association, Pennsylvania Motor Truck Association, Pennsylvania Ware- 
housemen’s Association, and producers, processors, distributors, and retailers. 
Iam a member of the Pennsylvania State Chamber of Commerce Committee on 
Laws and Legislation, and also a member of the Philadelphia Chamber of Com- 
merce Traffic and Transportation Council and a past president of the National 
Association of Refrigerated Warehouses and the American Warehousemen’s 
Association. 

I am appearing before this committee to join the task force of the cold storage 
warehousemen of the New Jersey-New York area, the Coordinating Committee 
of the Food Industries and the Port of New York Authority, to protest the 
abortive move to the Quartermaster Subsistence Branch of the Defense Depart- 
ment from the New Jersey-New York area to Cheatham Annex, Va. 

We cannot help but feel that this transfer represents a gross violation of the 
declared administration policy of not allowing wartime Government facilities 
to compete and destroy private business, particularly when private business has 
performed so satisfactorily as the records show was the case as far as the cold 
storage industry in the New Jersey-New York area was concerned. 

There can be no possible solution to this matter excepting the correction of 
a frightful injustice, viz, the transfer back to the New Jersey-New York area 
of the Quartermaster Subsistence Branch of the Defense Department from 
Cheatham Annex, Va., as quickly as possible. It may be a little late to undo 
some of the damage caused by this abortive move but we strongly urge that 
this transfer be accomplished immediately. 


Senator Wirrutams. Mr. Armond Cantor, National Cold Storage 
Co., New York? o 

Mr. Richard Powell, vice president of the National Association of 
Refrigerated Warehouses. 


STATEMENT OF RICHARD M. POWELL, EXECUTIVE VICE PRESI- 
DENT, NATIONAL ASSOCIATION OF REFRIGERATED WARE- 
HOUSES, WASHINGTON, D.C. 


Mr. Powetu. Senator Williams and gentlemen, my name is Richard 
M. Powell. I am executive vice president of the National Associa- 
tion of Refrigerated Warehouses which represents approximately 500 
commercial public cold storage plants throughout the United States. 
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The vast majority of these plants are small businesses which on the 
average employ only about 23 persons. Because the industry is com- 
posed of small units and is highly competitive it is extremely sensitive 
to the adverse effects of additional competition such as occurs when 
the Government operates its own cold storage facilities in competition 
with taxpaying commercial facilities. 

As a matter of principle, we believe it is patently wrong for the 
Government to take taxes from an industry and then use that money 
to establish and operate facilities which take business from that in- 
dustry, except where it is abundantly clear that such action is neces- 
sary in the national interest. NARW maintains emphatically that 
such necessity does not exist with respect to the refrigerated ware- 
housing industry. 

It has been demonstrated many times, particularly during World 
War II, that the refrigerated warehousing industry is capable of 
meeting the Government’s needs for refrigerated services. 

As an example of the industry’s willingness to meet Government 
needs, those refrigerated warehouses which have storage contracts 
with the Department of Defense have agreed that, upon request, they 
will set aside 25 percent of all their refrigerated space for Govern- 
ment use. This requirement is a part of the Department of Defense 
Contract for Warehouse Service. 

Actually the Government need have no fears about there being 
adequate refrigerated storage space for its needs. At no time during 
the past 5 years has the average occupancy of freezer space exceeded 
78 percent; average cooler occupancy has not exceeded 65 percent. 
As of April 30, the Department of Agriculture reported freezer 
space only 62 percent occupied and cooler space only 51 percent oc- 
cupied, on the average. 

There is an excess of cold storage space in this country today and 
in addition the refrigerated warehouse industry is experiencing some 
major economic adjustments as a result of changes in the distribution 
patterns of perishable foods. 

Under these circumstances the added burden of competition from 
the very Government which will expect soundly maintained facilities 
and maximum performance in event of an emergency is doubly unfair 
and unrealistic. 

We respectfully urge a vigorous pursuit of the administration’s 
anti-Government competition policy in general, and the deactivation 
of Cheatham Annex in particular. 

Thank you. 

Senator Wiiuiams. Mr. Powell, are these figures on occupancy, 
national figures, or are they regional figures ? 

Mr. Powe. They are national figures. 

Senator Witi1ams. How does the area that is affected by the Cheat- 
ham Annex operation, the Northeastern part of our country, how does 
it compare with these national figures? 

Mr. Powe tt. I have those records, if you would like me to read 
them into the record, I can get them. 

Senator WimuiAms. You can submit them forthe record. You don’t 
have to read them. You can give us a supplemental statement break- 
ing them down showing our region, the region we are talking about. 
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Mr. Powe tt. I will be glad to do so. 

Mr. Struts. Do you have it right there so that you can just give it 
roughly ? 

Mr. Powext. I would prefer to get the figures together and present 
them to you. I will be glad to present them to you verbally after I 
make my notes. 

Senator WituiAMs. I think it would be better if you took them off 
and gave them to us in a supplemental statement to be part of our 
record. 

(The document subsequently supplied follows :) 


ExHIsBIT I 


Occupancy of public refrigerated warehouses, March 1956-60 


[Occupancy figures supplied by Richard M. Powell, executive vice president, National Association of 
Refrigerated Warehouses] 
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Source: USDA Cold Storage Report. 


Mr. Sruuts. Mr. Chairman, I wonder if I might also ask Mr. 
Powell one further question? You have the average occupancy of 
freezer space 73 percent? Does it mean that part of the time it is 
100 percent full and part of the time it is 50 percent full? 

Mr. Powetu. There is a variation of course and I concede that. This 
is on the average. 

Mr. Srutrs. So that at crop time, for example, you may have a 
higher occupancy than later during the year when the food is being 
drawn out for sale; is that possible ? 

Mr. Powe... It would depend on the area in which the warehouse 
is located, whether it is in a distribution or processing area or in an 
intransit area. There is a variation between warehouses and between 
seasons, yes. The report which is available, and which can be put in 
pd record will trace that differential in occupancy. (See exhibit I, 
above. ) 

Mr. Stuurs. Do you know if the Army felt that they had to make 
the move because they did not have capacity in New Jersey, Ne York 
port area ? 


57444—-60——_3 
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Mr. Powe... I did not understand that question. 

Mr. Stutts. Do you know if the Army’s move to Cheatham Annex 
was made on the grounds that there were no facilities available to it? 

Mr. Powe tt. In hearing the testimony before your last committee 
meeting, it was not my impression that this entered the picture at all. 
They may correct me but I did not get that impression at all. 

Mr. Srouts. Thank you very much. 

Senator WILLIAMs. Just one moment. You say there are major 
economic adjustments underway in the industry as a result of changes 
in the distribution patterns of perishable goods. 

Mr. Powe. Well, there is a relocation of warehousing to a degree 
where they are going to the point of processing and the point of dis- 
tribution, where in the past they have been much more active on an 
intransit basis, where the product is going between the processing 
area to the customer and where it is held in warehouses for a longer 
period of time. There are many readjustments going on in the in- 
dustry and that is but one of them. 

Senator Wiiuiams. I don’t think we have any further questions, 
Thank you. 

We will be looking forward to that breakdown in the occupancy 
figures. (See exhibit I, p. 13.) 

Did Mr. Mishkin arrive? Not yet. 

Mr. John Q. Adams, president of Manhattan Refrigerating Co. of 
New York, and a distinguished resident of New Jersey. 


STATEMENT OF JOHN QUINCY ADAMS, PRESIDENT, MANHATTAN 
REFRIGERATING CO., NEW YORK CITY, AND PRESIDENT, UNION 
TERMINAL COLD STORAGE C0., INC., JERSEY CITY, N.J. 


Mr. Apams. Mr. Chairman, and other members of the committee, 
Mr. Mishkin, I presume, is going to answer this question that was 
raised by Mr. Putnam about the DP bids not being adequately an- 
swered or submitted in April. Do you mind if I speak orally on that, 
Senator. 

Senator WittiaMs. We will be glad to hear it. 

Mr. Mishkin might not arrive. 

Mr. Apams. I think it may take a minute or two to.explain the sit- 
uation but I think it is all awfully important for everybody to hear 
this story. As I noticed in Mr. McGuire’s statement,’ mention was 
made of it and I believe there has been some publicity given to the 
point too, and apparently Mr. McGuire’s letter to Senator Saltonstall 
and Senator Kennedy * covered it again and I think it would be a 
mistake if it were not properly covered. 

General Machintosh brought out in the last conference® very 
definitely that the Seaboard Terminal in Jersey City was not a part 
of our task force in action. That is true. 

The Seaboard Terminal is part of a large company called City 
Products. City Products is not part of the task force. They are 


3 See statement of Mr. Paul H. Riley, who appeared in behalf of Hon. Perkins McGuire, 
Assistant Secretary of Defense (Supply and Logistics), p. 33. 

4 Retained in the files of Senator Saltonstall. 

5 Informal conference held Apr. 13, 1960, in Washington, D.C., with Senators Williams 
of New Jersey, Javits and Keating, of New York. 
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sympathetic but they are not part of the task force and General Mack- 
intosh was correct in that statement. 

I am sure that you see how easily it follows since Seaboard had this 
DP operation that no one was inclined to bid against them, is that 
clear ¢ 

Number two, the Seaboard Terminal Co. could not handle this 
business. 

Senator WituiaMs. That is not quite clear, Mr. Adams. 

Mr. Apams. I am glad you questioned it, Senator, because it involves 
quite a long story and it might just as well be in the record here be- 
cause it wm, Peas made quite a lot of. 

Mr. Sruuts. What is DP, Mr. Adams? 

Mr. Apams. That is a good question, too, Mr. Stults. The DP op- 
eration is a depot or something, it means the perishables of food that 
are stored temporarily a few hours at a time, maybe a few weeks at a 
time, and distributed through a cold storage warehouse to local camps; 
it is a relatively small distribution business, very unattractive for a 
cold storage warehouse. A cold storage warehouse takes it because of 
other considerations. 

Our companies have taken it, I think, seven times. We initiated it 
at the request of the Quartermaster General. 

In 1950 Colonel Kearney called me from Chicago through Alley 
Appel, DPCO, in Chicago, and asked if we would arrange to take 
this business in 1950 since the Seaboard Terminal Co. could not 
handle it and no one could handle it, so here I went to Chicago and 
distributed about fifty-five to sixty thousand dollars’ worth of busi- 
ness out of our warehouse to take the DP operation. 

We took it in the Bronx Terminal 3 years in a row. Seaboard 
Terminal has only been anxious to handle it because they had some 
problems with the DP or the Quartermaster a few years ago and it 
was very important that they continue to ‘handle that operation for 
public relations purposes. 

I think it is very important, Senator, to take a moment or two to 
explain this to everybody’s satisfaction. ‘There was no attempt on 
the part of the warehouses in the New York area to ignore or boycott 
this bid. It is true, and you should know it, that it is a very unattrac- 
tive business. 

It is completely useless from the standpoint of covering expenses. 
It does not cover expenses at the rates that are prevailing. It is only 
important and attractive if the export business which is now cur- 
rently at Cheatham is part of this DP. 

There is no question about that. The rates that are prevailing on 
this DP operation, then it requires practically a 24-hour service, it is 
perfectly all right for the warehouse to handle it so long as they en- 
joy the export business now at Cheatham Annex. For anybody to 
state or to imply that the New York refrigerated warehouses are not 
worthy or not entitled to consideration, or use that as an excuse to 
turn us down on the Cheatham Annex case, is a fraud and an utter 
farce and I don’t think it should be allowed to stand without denun- 
ciation and repudiation. 

If the facts could be brought out here of the history of this thing 
from 1945, it might be very embarrassing all around, but I would 
refrain from that because this is not our objective. But since it has 
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been made so much of, I think it is important to bring out that there 
was no attempt to boycott or to ignore this bid. 

Everyone knows that this DP operation is for the birds. It is most 
unattractive. It is perfectly all right for a warehouse to handle it; 
they have to take the chaff with the wheat, but the wheat has been 
completely removed to Chatham Annex and no warehouse in its right 
mind would go for this business in noncompensatory rates. It is true 
I called the colonel and said, “We have not got a bid in here, I want 
you to know it; but we will be very glad to take it if no one wants 
it—if Seaboard doesn’t want it.” Because Seaboard is not a mem- 
ber of the task force—they have already admitted to General Mac- 
kintosh they are not part of the task force and are not joining in— 
we had arrangements not to bid against it is Seaboard would want 
that business. What do you do in a case like that ? 

We are trying to prevent disharmony and trying to prevent acri- 
mony and still retain our objective. 

Mr. Sruurs. Mr. Adams, during the April bid no one responded 
but three or four did respond in May. Why? 

Mr, Apams. This is my conversation with Colonel Hardiman the 
morning of the bid. “Colonel, we do not have a bid in; we don’t know 
exactly how it will go. We understand Seaboard is anxious to have it. 
If you are not satisfied with the bids, we will be very glad to take the 
business at any sort of arrangement that you suggest. We want to be 
cooperative with the Army; we have been in the past. We have taken 
this DP and stood the loss in the past and we will be glad to take it 
again. We don’t like the business. We are after the tonnages at 
Cheatham Annex, but if it is important for us to take this business 
from you or somebody doesn’t want it here, we will be glad to take it.” 

Here is Colonel Hardiman’s answer: “Only one bid comes from Sea- 
board Terminal and it does not qualify because they are not small 
business.” 

I said, “Colonel Hardiman, I don’t know that was one of the re- 
quirements.” ; z 

“A new specification this year—it has to go to small business. 

I said, “I have not been aware of that. What does that mean ?” 

“Seaboard can’t have it, since it is not small business.” 

I said, “If you want more bids to go out or if you are embarrassed 
in any way We will take the business at what rates—we will be glad to 
take it. We do not want to have the Army in a position of not having 
that business handled adequately.” 

Colonel Hardiman or his assistant called me back and said they were 
going to have some new bids to go out, and at a later date they are 
going to lift that qualification or specification about a small business 
having this business, ; 

Mr. Sruxts. Why does Seaboard like this business ? 

Mr, Apams. They are part of City Products, a national corporation, 
one of the largest firms in the country; I think the largest company in 
beer and ice cream. They are the largest factor in our business. We 
have very fine local relationships with them. J 

We have problems of labor relations and competitive relations and 
they are honorable and so on, but in this instance Seaboard liked this 
business, it keeps them—this is their own impression—F red Stackpole 
is there, he is the manager and he said, “Mr. Adams, you are consid- 
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erate; I know you are not trying to be guilty of collusion but we 
certainly appreciate this contact with the Quartermaster.” And I said, 
“You are widely quoted by General Mackintosh at the hearing and we 
certainly don’t want to rough you people up, but we would just like 
you to know things are not going too well and we will be very glad to 
cooperate with you on this instance.” 

There are the facts of that, Senator. 

Senator WittiaMs. Before we leave that, I think Mr. Putnam might 
have a question on the subject. 

Mr, Putnam. Mr, Adams, apparently no small business in the New 
York-New Jersey area was shalt for bid on April 27, but there appears 
to have been what is a small business set-aside, exclusively for small 
business, and I wonder when the proper small business operators in 
your area received notice of this invitation to bid ? 

Mr. Apams. The second invitation ? 

Mr. Putnam. The first one, the April 27? 

Mr. Apams. The first one came in the regular fashion. I personally 
didn’t see the specification about having it go to small business only. 
I don’t know whether other warehouses were aware of that or not. 

Mr. Purnam. You think they had had adequate notice. 

Mr. Apams. I am sure. The Army does things in a very routine 
fashion in New York, and I am sure there is no criticism by you of 
their offering this business. 

Mr. Purnam. The reason is that this $150,000 business was what 
you call the DP, or chaff, in the warehousing business. 

Mr. Apams. That is commonly understood that way. That is 
correct. 

Senator Wittrams. If you want to get into the body of your state- 
ment, 

Mr. Apams. Senator, I have two statements, one is called Introduc- 
tory and almost a rehash of things that have been gone over before, 
and we have alerted General McNamara here before and I am sure 
most of the people here in the room have heard it. It is a history 
from the company point of view of this Quartermaster operation in 
New York City and I prefer to save the time of your committee and 
give the Quartermaster people an opportunity now to read it. 

I just would like to copy it in the record though. It is simply a 
statement of the history of this thing from 1915 and 1916 and it is 
worthwhile reading it. I hope the opposition in the Army will read 
it because it is—it does indicate a certain amount of loyalty on the 
part of the cold storage industry in New York toward the Quarter- 
master and their requirements over the years. 

Senator Wiriu1aMs. It will be useful to have that in the record. 
I hope that meanwhile the military representatives and the Defense 
Department might glance through it before they come before us to 
have the benefit of your history, and we will include it in the record 
at this point. 

(The document referred to follows :) 





PREPARED STATEMENT OF JOHN QUINCY ADAMS, GENERAL CHAIRMAN OF SPECIAL 
COMMITTEE OF THE Foop INDUSTRY 


My name is John Quincy Adams. I am a resident of Montclair, N.J., and 
I am president of the Manhattan Refrigerating Co. in New York City, and the 
Union Terminal Cold Storage Co., Inc., Jersey City, N.J., and also a plant in the 
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Bronx, N.Y., engaged in the cold storage warehousing of perishable foods; chair- 
man of the Coordinating Committee of the Food Industries; chairman of Special 
Committee of the Food and Allied Industries, to secure an immediate return 
of the Quartermaster Subsistence Branch of the Defense Department to the 
Jersey-New York area from Cheatham Annex, Virginia; secretary of the task 
force of the cold storage industry at the port of New York to secure the return 
of the Quartermaster Subsistence Branch of the Defense Department to the 
New Jersey-New York area from Cheatham Annex, Virginia; chairman of the 
special committee for the Marketmen’s Association of the port of New York 
for the same purpose. 

On December 1, 1957, the Secretary of the Army, with the approval of the 
Defense Department, officially transferred the export of foodstuffs from the 
port of New York to the Navy installation at Cheatham Annex, Virginia, near 
Williamsburg. 

This drastic move was discussed 2 years earlier but enough information was 
brought to bear on the proper officials of the administration so that it was 
dropped at that time. 

The move was opposed by responsible Metropolitan New York interests but 
the Department of Defense seemed to devise methods of outmaneuvering legiti- 
mate protests. The following is a brief history of this branch of the Govern- 
ment. 

In 1915 and 1916, the Departments of the Army and Navy arranged with 
cold storage companies in Jersey City and New York and with various factors in 
the food industry in the metropolitan area to set up food procurement, freezing, 
storage, and forwarding facilities geared to the pressure of wartime activities. 

Following the request of these Departments, our own companies constructed, 
at their own expense, two large cold storage buildings in Jersey City, Union 
Terminal Cold Storage Co., Inc., and revamped considerable of their New York 
warehouse, the Manhattan Refrigerating Co., to cope with the enormous demand 
of the Departments of the Army and Navy for food purchasing and freezing 
and warehousing and shipping facilities. 

Furthermore, the War Department arranged that our company in Jersey City 
construct a third plant for the British Ministry of Shipping to ease the burden 
on the U.S. facilities. 

During the remaining years of World War I, the Departments of Army and 
Navy were constantly commending us for the tremendous cooperation rendered 
in this operation, which was continuous 24 hours a day, 7 days a week, for a 
period of 4 years. When World War I was officially terminated there were 
appropriate citations issued thus adding to the achievement record. 

The important point was that our companies, and the others involved in this 
effort, were assured that the Army and Navy would continue to use the port of 
New York and the various facilities therein for any wartime or emergency re- 
quirements having to do with food for local or export needs. 

Although everyone knows there was very little activity from 1919 until 1939, 
nevertheless, our facilities were always placed in a pledged and standby position 
as we were required to do under the earlier commitments and arrangements. 

In 1939 and 1940, however, when the British and French were involved in 
war, the Departments of Army and Navy and Department of State negotiated 
with us to ascertain if we were prepared for allied food operation demands 
or perhaps U.S. operations. Surveys were made and pledges were asked of us 
to devote whatever space was required by various departments and agencies 
of the British, French, and United States Governments. 

In 1941, the Navy and Army asked for commitments of space and facilities 
which were freely given and also the Corps of Engineers requested that 
we construct distribution facilities for the training camps in the Eastern States 
as well as facilities for an export Quartermaster depot. 

We were reminded of our World War I pledges and commitments and there 
was never a question about our willingness to cooperate or our ability to per- 
form. The Army and Navy set up a quartermaster market center at our Union 
Terminal plant in Jersey City. We purchased and constructed adjacent facili- 
ties to meet their new requirements and we made extensive arrangements for 
the private accounts and concerns which we were handling to warehouse 
elsewhere. 

In our New York plant, we provided, at considerable expense, facilities for 
the U.S. Coast Guard Commissary Department and the War Shipping Adminis- 
tration. We had to make mutually satisfactory arrangements with certain cus- 
tomers to break leases and move to competing warehouses. 
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There was never any question asked as to who would reimburse our com- 
panies for additional costs, we just felt we were expected to do everything pos- 
sible, even at our Own expense and the expense of our future welfare to coop- 
erate with the Departments of Army, Navy, and Coast Guard. 

There was one item that can be recalled. We were asked to honor the new 
regulations of the General Accounting Office, viz, that only 1-year contracts 
could be given for services. We did not question this technicality nor did this 
stipulation in any way influence us to change our course in adapting our facili- 
ties to the needs of the war emergency of the Departments of the Army and 
Navy. 

This same procedure applied to the food industry which was called upon to 
make all sorts of new arrangements with our warehouses such as rapid freezing 
of three- and four-way beef, veal, and lamb, and the packaging and prepara- 
tion for export of every kind of food container. The rapid freezing of fresh 
eareass beef, lamb, and veal also was an enormous strain on our refrigerating 
facilities, and without any question of cost or inconvenience, we installed new 
systems of refrigeration to meet the new demands of the Armed Forces and 
quartermaster divisions. 

When World War II was officially over, we continued a standby arrange- 
ment as we did at the end of World War I. We did not dispose of any facili- 
ties or plants. We simply kept to our earlier pledges and commitments of 1915, 
1916, and 1917 to be prepared at all times to cooperate with the Government 
on its wartime food demands. 

During World War II the writer served as chairman of the War Food Ad- 
visory Committee for the Greater New York area, and in that capacity we were 
in daily contact with all the departments of the U.S. forces, representing as 
we were the entire food industry in food needs and problems. 

The usual commendations were forthcoming at the close of World War II 
and particularly from Major General Hardig, who expressed privately and pub- 
licly his great pleasure in the performance of our companies and also of the co- 
operation we gave to the food industries that were servicing the Quartermaster’s 
needs under sometimes trying and difficult circumstances. 

When the Korean war broke out we were requested by the national chairman 
of the liaison committee between the cold storage industry and the Quarter- 
master market centers to go to Chicago and work out appropriate facilities in 
New York with Colonel Kearney, the commandant at that time. This was in 
August 1950. 

We were told that no other warehouse company was willing, apparently, at 
that time, in the east, to accommodate the quartermaster, and we told them we 
would take whatever steps were necessary to meet the requirements. When 
we left Chicago on that particular day, we had arranged for the diversion of 
hundreds of cars of product that were destined to our warehouse in Jersey City 
at that busy season of the year, and for the transfer of our largest account to a 
competing facility in the New York area, and within 24 hours we set up the 
QMMC depot at our Union Terminal warehouse in Jersey City. 

Although there were many commendations forthcoming, we shrugged them 
off and simply accepted the assignment in the line of duty, as from our close 
personal experience with the operation, we did not need any briefing having been 
thoroughly familiar with the procedure involved in the past two emergencies. 

For the balance of 1950 and 1951 we met every demand that was placed upon 
us without question. 

In 1951, however, certain individuals in the Quartermaster Corp had ideas of 
new construction in the New York area which might be considered more advan- 
tageous and feasible in view of the more modern methods of handling. 

Our companies set up a committee and engaged engineers to study the best 
methods, location, and type of facility in connection with this new interest and 
prepared to go ahead with the construction satisfactory to those concerned. We 
met with local opposition from various interests in the New York area and the 
matter was dropped. However, when the Quartermaster told us they thought 
they might have greater needs than what could be met with the existing facilities 
in the New York area, our company arranged for the leasing of the Bronx ter- 
minal warehouse building, the most modern cold storage plant, at that time on 
the east coast. The plant was idle at the time but it was quickly put into first- 
class operating shape, at our expense. properly manned, and handled the bulk 
of the quartermaster requirements within as short a space as 30 days. 
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All during the Korean war we operated this plant in conjunction with our 
Jersey City plant and we even installed new methods of refrigeration to make 
eertain that the Quartermaster Veterinary Corps was satisfied with the proper 
freezing and temperature controls. It was necessary to take a long lease on this 
facility which is owned by the city of New York, although the Army still re 
quired only a 1-year contract with our companies. 

Our companies had constant commendation from the quartermaster for the 
services we were rendering all during the Korean war and after it was officially 
terminated. 

There was talk in 1954 among individuals in the Defense Department and the 
Quartermaster Corps of transferring the quartermaster to Cheatham Annex 
near Williamsburg, Va. When we heard this, we went to the Department of 
Defense immediately and contacted the people down there and pointed out 
to them that Cheatham Annex was simply a World War II emergency facility 
to augment the other export food depots and it had been considered a standby 
facility to be used only in grave emergency. We contacted the commander of 
that facility during World War II, Maj. Gen. John Kilpatrick, and he testified 
that this was the case. There was still some promoters in the Quartermaster 
and Department of Defense pushing this proposal and we finally had to take 
extensive steps to have the matter tabled, based upon the pledges and commit- 
ments to the cold storage and food industries in the New York area over many 
years, and also to point out to the appropriate people at the head of the Govern- 
ment that the administration policy and the Hoover report both stated that in 
peacetime Government emergency facilities should not be permitted to compete 
with private industry since private industry involved here had given such satis- 
factory performance when called upon in the demands placed on them. 

However, in 1957 this proposal of Cheatham Annex was resurrected once more 
and in spite of attempts on our part to persuade the appropriate individuals in 
the Defense Department and the administration, enough pressure was brought 
to bear to have the Quartermaster Subsistence Branch of the Defense Depart- 
ment transferred to the Cheatham Annex facility which was done in Decem- 
ber 1957. 

We simply maintain that there is no basis whatsoever for the transfer of this 
operation from New York City to Cheatham Annex and we are determined to 
fight to the very end to have this policy reversed. 

The administration has stated that there is a definitely sound policy that an 
emergency wartime facility should be considered standby in peacetime and only 
used to augment private industries which have performed satisfactorily in the 
past. 

The Department of Defense lists some savings that are made by having trans- 
ferred the Quartermaster Branch to Cheatham Annex. These are trivial in 
light of the contradiction of widely publicized administration policy to remove 
the Government from competition with private enterprise and permit taxpaying 
business and industry to render required services to the Government. 

The effect on our companies alone, and the allied industries such as food and 
transportation, has been disastrous since this transfer. We have created these 
facilities, kept them in smooth running order, developed the facilities, installed 
blast freezers, etc., all in keeping with our pledges and commitments to the 
quartermaster. Our associates in the food industry, many of whom are small 
companies, have at great expense to themselves put in all sorts of fabricating 
facilities and packaging and forwarding equipment to meet the Government re- 
quirements. For example, in our cold storage warehouses alone, the business 
we did for the quartermaster in some cases was 50 to 60 percent of our gross 
business. To have this steady customer or important factor suddenly taken away 
means an enormous loss to us alone. and the loss to the whole Metropolitan New 
York and New Jersey area is so great as to make the alleged savings at Cheatham 
Annex look ridiculous. 

Our companies more than others, although many others are involved, are fac- 
ing bankruptcy over this uncalled for Defense Department transfer to Cheatham 
Annex and we could mention many, many small business firms that are in the 
same position. All kinds of arguments have been used by the Department of 
Defense with respect to transportation facilities, highways, handling of trucks 
and railroad cars, and back-in facilities in the cold storage warehouses. These 
objections we are prepared to meet and we can produce all sorts of evidence to 
refute these criticisms of the Metropolitan New York-New Jersey area. 
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We have gone into the history of this whole matter in considerable detail in 
order to show the willingness of ourselves and other members of the industry 
to cooperate in every request and requirement of the Department of Defense; 
and in many cases, it was done at a very heavy investment which included addi- 
tions to plants and construction of new facilities. 

In my own business, we have been forced to dispose of one of my plants at a 
loss of $1 million which was the direct result of the loss of this Defense Depart- 
ment business and the reflected effect on other phases of our operations. This, 
of course, is not the only instance of loss in our industry in New York area caused 
by this unwise and ill-advised action of the Department of Defense. 

Mr. Apams. Then the other statement won’t take more than a few 
moments to read but I would like to qualify it for the record just 
exactly the position of the cold storage task force in New York. 

It may be that we are a little steam up, and rightly so. This is not 
in my statement but I am just going to give it as a preface. 

I tried to say it at the last conference in Washington, and it was 
was apparently necessary because there were some feelings ex- 
pressed there, rather strong words; but for the record, I would say 
that the task force in New York has absolutely no personal animosity 
toward anyone in the Defense Department over this whole situation. 

I think we recognize the need for the Quartermaster Corps to do 
what is right, and I know they are trying to do what is right. 

I think the losses that have been suffered in New York have been 
amply documented, to say the least. But I am sure the Quartermaster 
Corps, even today, are unaware of the losses that are being sustained. 
I am sure they are unaware of the injustices as we see them because 
they are looking at the matter from the standpoint of saving six or 
seven hundred thousand dollars in 2 years. They are looking at it 
from the standpoint of trying to m: ake thinks look clean and clearcut 
and so on, by using Cheatham Annex. But it just doesn’t work out 
that way. There is difinitely a violation of principle here, and 
whether they see it or not we hope they will. 

Weare sure we are right that it is an injustice. 

The second thing is T think Cheatham Annex should not be closed 
up and our task force does not feel it should be closed up. We think 
Mr. McGuire * has made a very sound point in his statement which 
we had a chance to read a few moments ago. I think it is a very good 
thing to have a standby facility, and God rest his soul, General Kil- 
patrick, I saw him just a few weeks before he died, he was the com- 
manding officer in Hampton Roads and he helped us kill this thing. 

But he said, “Jack, this is definitely a good thing for the Navy or 
Army or the Quartermaster to operate there, to have there in case of 
emergencies” and therefore, Mr. Senator and gentlemen, I don’t think 
you ought to have the impression, or the Quarterm aster either, that we 
want to see Cheatham closed. 

As a matter of fact, we all visited it and we think it is a great place 
but I just think it is a question of finding the right kind “of use for 
that cold-sorage plant down there, maybe the K- ration. I would like 
to suggest for ‘the record that General Mackintosh or Mr. McGuire or 
somebody, get in touch with fellows like Mr. Powell, who is execu- 
tive vice president of the Cold Storage Association, or Horace Wil- 
son, ex-president of the association, w ho testified here, or Bart Eddy 


6 See statement of Mr. Paul H. Riley, who appeared in behalf of Hon. Perkins McGuire, 
Assistant Secretary of Defense (Supply and Logistics), p. 33. 


57444 60—_4 








22 REFRIGERATED WAREHOUSING 


or Alley Appel who was chairman of the liaison committee between the 
Army and the Quartermaster Corps and the Cold Storage Association 
in World War II and the Korean war. He did a great service. [| 
think if those men were consulted they would certainly help Mr. Me- 
Guire and his crowd to find a good use for that cold storage in peace- 
time. 

But please, all of you gentlemen, and the Quartermaster Corps 
appreciate that this continuance of this cold storage and taking it from 
New York is working an untold hardship in New York. That is 
the position 

Senator Wiiu1aMs. At that point, Mr. Adams, would there be a 
use to maintain the Cheatham facility that would not be competitive 
with somebody ? 

Mr. Apams. I am sure there would be, sir. These K-rations are 
a great opportunity. K-rations are something brand new, they re- 
quire a lot of refrigeration and they are something brand new. They 
haven't any history of keeping cold storage operating over the years. 
There is no question but what there is use for that cold storage down 
there. As a matter of fact, they could take a lot of this DP opera- 
tion we are talking about which is so inconsequential and at the same 
time necessary, but it is a very great hardship to make us take the 
operation. 

I would think experienced men like Horace Wilson and Richard 
Powell who just testified, and Alley Appel, could give helpful sug- 
gestions. I don’t know why they don’t continue that liaison commit- 
tee with the quartermaster as they had in World War II and Korea. 
I am sure they would advise against the taking away of a necessary 
industry from New York and putting it in Cheatham at this time. 
I just want to clear the record to make sure the people in the Quarter- 
master Corps and the Army and Navy do not think we are just out 
for their skulls. Maybe we are, but not in a subjective way—in a 
purely objective way. We just feel this is something wrong and we 
are going to try to help correct it. But again I stress there is no 
acrimony in our minds in either approach. Now for the statement, if 
you will, Senator. 

My name is John Quincy Adams. I am a resident of Montclair, 
N.J., and I am president of the Manhattan Refrigerating Co., in 
New York City, and the Union Terminal Cold Storage Co., Inc., in 
Jersey City, N.J., with general offices in New York and also a plant in 
the Bronx, N.Y., called Bronx Terminal, engaged in the cold storage 
warehousing of perishable foods; chairman of the Coordinating Com- 
mittee of the Food Industries; chairman of Special Committee of the 
Food Industry to secure an immediate return of the Quartermaster 
Subsistence Branch of the Defense Department to the New Jersey- 
New York area from Cheatham Annex, Va.; secretary of the task 
force of the cold storage industry at the port of New York to secure 
the return of the Quartermaster Subsistence Branch of the Defense 
Department of the New Jersey-New York area from Cheatham 
Annex, Va. 

When we first heard rumors of the contemplated move of the 
Quartermaster Subsistence Branch from the New Jersey-New York 
area to Cheatham Annex, Virginia, by the Army, Navy, and Defense 
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Departments several years ago, we made a careful study of the entire 
situation and found out these few facts: 

There was enormous political pressure brought by certain interests 
in the areas south of Washington to reactivate the wartime Navy in- 
stallation at Cheatham Annex, Virginia, and certain individuals in 
the Army and Navy considered that the Quartermaster Subsistence 
Branch of the Defense Department would be the easiest operation to 
take out of New York and put in Cheatham Annex. 

We discovered that various top officials in the Army and Navy had 
definite misgivings about this contemplated move because there had 
been satisfactory and pleasant relationships between the Army and 
Navy Departments and the cold storage, transportation, and food 
industries in the New Jersey-New York area which had continued 
over many years. 

We also discovered that if some abortive attempt were made to 
transfer this operation out of the New Jersey-New York area to 
Cheatham Annex, in view of the conditions and circumstances above 
described, there could well be repercussions that could lead to great 
embarrassment in many quarters of the Government. 

The first concrete move was undertaken in 1955 and 1956, but this 
was blocked only by an appeal to the White House and the argument 
advanced at that time was the dreadful injustices that would be per- 
petrated on the cold storage, transportation, and food industries and 
the people working for them, as well as the taxpayers in the New 
Jersey-New York area if this abortive attempt were successful. 

We had the testimony of Maj. Gen. John L. Kilpatrick, since de- 
ceased, who had been a factor in Cheatham Annex during World 
War II and he stated privately and publicly that Cheatham Annex 
was operated as purely a wartime facility and it was never to be used 
in peacetime to compete with private cold storage operations. He 
stated that any move to transfer this Quartermaster business from the 
New Jersey-New York area to Cheatham Annex would be nothing 
short of scandal. 

Even though the move to Cheatham Annex was defeated in those 
early years, nevertheless, the coordinating committee appointed a 
watchdog committee, but to illustrate how powerful and how subtle a 
campaign was waged by the influences south of Washington, the move 
to Cheatham Annex was accomplished on December 1, 1957, in spite 
of all sorts of appeals and petitions and outcry. 

When we went to the large factors in our cold storage industry, 
transportation and food industries to enlist their support in opposition 
to the then accomplished fact, we were very politely told that some- 
how or other these large factors would not be hurt too much. They 
were assured of Defense Department cooperation in the long run and 
whatever temporary losses they might sustain could well be offset. 

We have had to endure the loss of this business to the New Jersey- 
New York area for over 2 years. The harm that has resulted has been 
disastrous for the smaller business firms that had no way of offsetting 
the transfer of this Quartermaster business from the New Jersey-New 
York area to Cheatham Annex. 

It is undoubtedly true that railroads have gained in other sections 
and certain trucking lines also. It is probably true that the larger 
cold storage warehouses that have plants scattered all over the coun- 








24 REFRIGERATED WAREHOUSING 


try may well have gained if not offset the losses in the New Jersey- 
New York area. In the food industry, where groups of vendors may 
have lost the business they formerly did with the Quartermaster 
through the New Jersey-New York area, other business firms in the 
southern area may have gained. 

The disruption and dislocation in the processing and distribution, 
while important to the firms involved, may not be as impressive when 
examined from the viewpoint of the food industry as a whole. 

Nevertheless, we could cite case after case where new sets of tariff 
costs by truck and by railroad to Cheatham Annex as contrasted with 
New York have resulted in countless numbers of firms either having 
to drop Quartermaster business or continue the business at. a loss, 
Other firms more conveniently located to Cheatham Annex have un- 
questionably gained. Yet the biggest sufferers by far have been the 
cold storage companies and the local transportation people and the 
countless workers involved in these industries. 

As far as the cold storage companies are concerned, since 1957 four 
warehouses have been sold at huge losses, the most recent being the 
Union Terminal warehouse in Jersey City which went for $1 million 
below book value and the Union Terminal, incidentally, housed the 
Army and Navy during World War I; was the headquarters for the 
(Quartermaster Market Center in World War II, and participated with 
other warehouses in the Korean war Quartermaster operations, includ- 
ing the DP added. 

The local transportation companies which the Quartermaster has 
patronized for many years in the New Jersey-New York area have 
never been able to make up for the loss of the Quartermaster business 
since it moved to Cheatham Annex in 1957. 

The loss to the cold storage business alone in this area has been ap- 
proximately $1 million per year. The loss in jobs has been in the 
thousands and the loss in U.S. taxes has been in the millions, 

As chairman of the Coordinating Committee for the Food Indus- 
tries we have made a very careful investigation of the reactions to both 
large and small food firms in the country to this move from the New 
Jersey-New York area to Cheatham Annex of the Quartermaster 
Subsistence Branch of the Defense Department. 

Although some firms in the southeast have definitely benefited be- 
cause of the shorter delivery run to Cheatham Annex from Virginia, 
the Carolinas and Georgia and that general vicinity, however, the 
extra transportation cost for the overwhelming majority of the food- 
stuffs sold to the Quartermaster has been tremendous. 

Firms that have been selling the Quartermaster for years in the 
New Jersey-New York area and in the northeast have either closed 
their plants and moved elsewhere or gone out of business which has 
meant the loss of jobs and business activity and taxes. 

The Coordinating Committee of the Food Industries has maintained 
a very close liaison with all the trade unions in the New Jersey-New 
York area which have contracts with the food industry. This in- 
cludes every type of union from office workers, engineers, maintenance 
men, electricians, teamsters, and longshoremen. 

The coordinating committee is proud of its long and enviable record 
of cooperation with all of the trade unions in the New Jersey-New 
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York area and the coordinating committee has appreciated the co- 
operation of these same trade unions. 

Since the coordinating committee is composed of approximately 
50,000 firms, representing cold storage, food processing and distribu- 
tion, transportation, purveying manufacturing and growing and 
packing operations and allied food industries, our contacts through 
the trade unions with which we have contracts amount to over 1 mil- 
lion workers. 

We also work with and have close alliance with consumer groups 
in the great metropolitan area since the food industry serves well over 
15 million people. 

It requires no stretch of the imagination to appreciate the influence 
that the coordinating committee has, and it must be possible for any 
layman to realize that disruption and destruction of the major part of 
the food industry, such as cold storage, transportation, food process- 
ing, and purveying to the Quartermaster, cannot help but have a 
material effect on the economy not only of the New Jersey-New York 
area but on their section of the country. 

For the Quartermaster to explain this way by saying there is some 
savings of $600,000 in 2 years and that other workers are enjoying oc- 
cupation in a small remote place like Cheatham Annex is truly a farce 
and cannot bring credit upon the architects responsible for the move 
of the Quartermaster Subsistence Branch of the Defense Department 
from the New Jersey-New York area to Cheatham Annex, Virginia, 
or those who are advocating its continuance at that out-of-the-way 
whistle stop. 

We attach hereto a list of the labor unions who have expressed, in 
objective terms, their resentment and their utter loss of confidence 
over this abortive transfer of the time-honored operation of the Quar- 
termaster Subsistence Branch from the New Jersey-New York area 
to Cheatham Annex, Virginia. 

Incidentally the files of many cold storage warehouses and food 
firms and transportation companies in the New Jersey-New York area 
contain many letters of commendation from the Quartermaster Gen- 
eral and his associates over the years for excellent performance and 
cooperation and this commendable record goes back to 1916, 

Attached also to this memorandum is a list of the civic trade asso- 
ciations that have also expressed their resentment and loss of con- 
fidence in the officials responsible for this abortive transfer and their 
dismay over the attempt on the part of certain officials in the Army 
to attempt to justify the transfer to Cheatham Annex on the basis of 
puny cost savings as contrasted with the millions of dollars lost, in 
taxes, in take-home pay, local taxes and cost to the taxpayer in in- 
creasing food operating and transportation costs to Cheatham Annex 
for hundreds of vendors. 

Our whole endeavor embraces the following : 

Hon. Nelson B. Rockefeller, Governor of the State of New York. 

Hon. Robert Meyner, Governor of the State of New Jersey. 

Senator Jacob Javits, New York. 

Senator Kenneth B. Keating, New York. 

Senator Harrison B. Williams, New Jersey. 

Senator Clifford B. Case, New Jersey, 

Senator Leverett Saltonstall, Massachusetts. 
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Senator Hugh Scott, Pennsylvania. 

Lt. Gov. Malcolm Wilson, New York. 
gg Keith McHugh, commissioner of commerce, State of New 

ork. 

Hon. Roger Gilman, director of port development, New York Port 
Authority. 

Hon. Dwight Palmer, assistant to Governor Meyner and chairman 
of the New Jersey State Highway Department. 

Hon. Salvatore Bontempo, commissioner of economic develop- 
ment in New Jersey. 

Hon. Robert F. Wagner, Mayor of the city of New York. 

a William O’Shea, commissioner of commerce, city of New 
ork. 

The cold storage warehouses supporting this effort and active in 
this fight and pledged to see it through to a conclusion are shown 
in the attached list; also the chairman of the New England group, 
Mr. Bart Eddy of Boston, and the chairman of the Pennsylvania 
group, Mr. Horace Wilson of Philadelphia. 

We are indeed grateful to Senator John Sparkman and his Small 
Business Committee and to Walter Stults, the staff director of this 
committee, for their intelligent understanding of our problem and 
the irreparable damage that is being done to the cold storage, food 
and transportation industries in the New Jersey-New York area by 
the delay in transferring this Quartermaster Subsistence operation 
back to the New Jersey-New York area where it belongs. 

We trust that not too many hours will transpire until this frightful 
injustice is corrected and the Secretary of Defense announces the 
transfer back to the New Jersey-New York area of the Quarter- 
master Subsistence Branch of the Defense Department from Cheat- 
ham Annex, Virginia. 

Attached hereto, Mr. Senator, first is a list of all of the trade 
associations. 

I would just like to read them, I think it might be interesting even 
though each of you has a copy. The list of the civic and trade 
associations: 

Commerce and Industry Association of New York. 

New York State Chamber of Commerce. 

Associated Industries of New York State. 

Downtown-Lower Manhattan Association. 

New York Board of Trade. 

Marketmen’s Association of the Port of New York. 

Coordinating Committee of the Food Industries. 

New Jersey State Chamber of Commerce. 

Jersey City Chamber of Commerce. 

Newark Chamber of Commerce. 

Bronx Chamber of Commerce. 

Bronx Board of Trade. 

Brooklyn Chamber of Commerce. ' 

Cold Storage Warehousemen’s Association of the Port of New 
York. 

New York City Trucking Authority. 

Commission for Economic Development for New Jersey. 
Committee for Industrial Development of Jersey City. 

Department of Commerce, New York State. 
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Department of Commerce, New York City. 

The Port of New York Authority. 

New York State Association of ibsianietad Warehouses. 

A list of cold storage companies, only three of whom do not qualify 
as small business: 

National Cold Storage Co., New York. 

Greenwich Refrigerating Co., Inc. 

Fort Greene Cold Storage Co., Inc. 

Kings County Cold Storage, Inc. 

Hall Street Cold Storage Warehouses, Inc., New York. 

Bronx Refrigerating Co. 

Riverside Cold Storage Co., Inc. 

Harborside Terminal Co., Inc. 

Seaboard Terminal and Refrigeration Co., New Jersey. 

Hudson Refrigerating Co. 

Merchants Refrigerating Co., New York. 

The Manhattan Refrigerating Co. 

Union Terminal Cold Storage Co., Inc., New York. 

I would like to read only a partial list of the labor unions and these 
unions represent well over a million workers. We have all of their 
letters here with the exception of three and we understand they are on 
Senator Sparkman’s desk this morning. (See app. beginning p. 47.) 

Incidentally they represent every branch of the trade union move- 
ment in the New York-New Jersey area. Every one. There is not 
one missing from this area. That includes teamsters, longshoremen, 
warehousemen, engineers, and so on. 

I am just going to list them, it is rather impressive. I have several 
in my briefcase and all of these are on record with Senator Sparkman. 

Drivers, Chauffeurs, Warehousemen & Helpers, Local 617, I.B. of 
T., Jersey City, N.J., Mr. Frank Pinto, business agent. 

Central Trades & Labor Council, New York, N.Y., James C. 
Quinn, secretary. 

International Brotherhood of Firemen, Oilers & Maintenance Me- 
chanics, Local Union No, 56, New York, N.Y., Joseph Sullivan. 

Office Employees International Union, Local 153, New York, Mr. 
John Fleming. 

International Brotherhood of Teamsters, Local 818, New York, Wil- 
liams McLaughlin. 

Hugh Sheridan, NYC Trucking Authority, New York, N.Y. 
ggenerel Warehousemen’s Union, Local 892, Jersey City, Mr. Joseph 

olpe. 

erchandise Drivers Local Union 641, Jersey City, N.J., Dominic 
Calabrese. 

International Union of Operating Engineers, Local 68, Newark, 
N.J., John Giblin. 

International Brotherhood of Teamsters, Joint Council 16, New 
York, Mr. John O’Rourke, president. 

Frank Murray, ILA, New Jersey; Lous Marciante, Mr. Vincent 
Murphy, AFL, New Jersey. 

I don’t want to take your time, Senator, I have got three or four 
more in my briefcase. 

I just want to sum up in just a moment by saying that this effort 
on our part represents a composite, a comprehensive position of the 
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industries of the cold storage transportation and food, that it repre- 
sents a combination of the civic groups of the whole area, not only 
food but all trade associations, it represents the combined and col- 
lective force of all of the public officials of these two states besides 
Pennsylvania and Massachusetts. 

Every one of the public officials, the Congressmen, the New York 
congressional committee and the New Jersey congressional committee 
and also the Senators, and it is not just lipservice that these Senators 
have given us either, or the Governors or the Department of Com- 
merce, in New York and New Jersey. 

There have been concerted, elaborate meetings and briefings and so 
on, and it has not been just a question of getting somebody to sign a 
document. These people have been actively behind the effort. 

But the thing I think is most significant is participation of the 
labor unions. 

That isn’t any trigger or shotgun situation either. The coordinat- 
ing committee has a reputation in this country of having been the 
most constructive in cooperation with labor unions in the food indus- 
try. Asa matter of fact, Secretary Benson, with whom we have very 
important advisory capacities, has indicated that whenever a resolu- 
tion comes out of the coordinating committee for the food industry 
he can count on the union support thereof and it has been a very valu- 
able thing during his administration. 

The Union participation in this effort is unanimous; it is intelli- 
gent ; it is constructive; and it is sincere. 

Mr. Chairman, I thank you for giving me so much time. 

Senator Witu1AMs. You didn’t mention Senator Scott of Penn- 
sylvania, I think Mr. Wilson did. 

Mr. Apams. I think I did, sir, I mentioned him in my brief, Sen- 
ator Scott from Pennsylvania, Hugh Scott. 

Senator Wixu1ams. All right, fine. I have just been scanning your 
history statement and I haven’t concluded it. I wonder if your pres- 
entation or in any of your colleagues’ presentations, a statement has 
been made as to what the percentage of your defense business was 
prior to reactivation and how the loss of that percentage of the busi- 
ness relates to the hard times the industry now is experiencing in the 
metropolitan New York, Philadelphia, Camden area ? 

Mr. Apams. In percentages ? 

Senator Wiu1aMs. Well, however it would be meaningful. How- 
ever it should be expressed so that, it could be understood and mean 
something. Is that anywhere ? 

Mr. Apams. I am sure we can give that to you. I think we can take 
an average of the several cold storages that were participating in this 
Quartermaster effort in peacetime and it would represent between 
8 and 16 percent of the tonnage, 8 and 16 percent of the dollar volume. 

Senator Witu1aMs. Eight to sixteen percent ? 

Mr. Apams. In 1954, 1955, and 1956. 

Senator Wur1aMs. Is that the make-or-break percentage ? 

Mr. Apams. It is beyond that, sir. That represents make-or-break 
percentage. 

Senator Wii11AMs. And that accounts for the sales of several of 
these warehouses at great loss. 
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Mr. Apams. That would be the answer; yes, sir. The answer is 
“Yes.” That was what we indicated to our stockholders when we sold 
our Union terminal, the loss of the Army to the New York area, 
Cheatham Annex in 1957 was responsible for our selling the cold 
storage plant, our Jersey City plant, for a million dollar loss. 

Senator WiiuiaMs. I don’t believe we have any further questions. 
Thank you very much, Mr. Adams. 

Our next witness is Mr. Mishkin. We would like to have you come 
forward, Mr. Mishkin. 

Mr. Misux1n. Senator Javits was on the same plane and was late 
also. 


STATEMENT OF MORRIS MISHKIN, PRESIDENT, HARBORSIDE 
TERMINAL CO., JERSEY CITY, NJ. 


Mr. Misuxr1n. Honorable Senator and gentlemen, my name is Mor- 
ris Mishkin, and I am president of Harborside Terminal in Jersey 
City. We are one of the largest independent cold storage warehouses 
in the United States. Before I go into my presentation, during World 
War II Harborside was in the hands of the Army; practically 90 
percent of the space was taken up by Army Quartermaster, and at this 
point as of today we don’t have one pound of freight belonging to the 
Army in Harborside. 

Senator WittiaMs. Would you restate that? Iam sorry. 

Mr. Misux1n. During the war the Army demanded and received 
90 percent of the space in Harborside Terminal, at this point we don’t 
have one pound of Army freight in our premises which is a cutback 
of 90 percent, which we had to go to commercial people to get. We 
didn’t get it all. 

Senator Wiiu1ams. What was your percentage after Korea and 
prior to reactivation of Cheatham in 1957 ¢ 

Mr. Misnxin. About 12, 10 to 12. Of course, we are an operation 
of dry, cold, and cooler freight. We handle anything that comes 
along, and I am talking of all our divisions. In the cold storage, 
I can only go back to after Cheatham, and we haven’t had a pound, 
not one pound. 

When the Senators of New York and New Jersey convened at an 
informal meeting in April at the Senate in Washington, a visual and 
verbal report was submitted by General McIntosh, giving us a résumé 
of the purported cost at Cheatham Annex as against the port of New 
York. This report was prepared by the Army from a survey made by 
themselves in 1957 and under conditions and rules set up also by them- 
selves. Some of the costs they listed in their survey were due to poor 
management, allocation of time, labor, etc. The following fallacies 
are given below: 

1. One of the major costs in New York was the movement of freezer 
product from warehouse to ship in precooled refrigerated trucks to a 
covered pier, whereas at Cheatham Annex, to cut costs, the military 
moved the product on open trucks to an open pier with the merchan- 
dise being exposed to the hot sun and elements with no protection 
whatsoever. 

2. In the survey, the military claim that at Cheatham Annex there 
would be a decrease in documentation and administrative work. B 
the way, most of our quotes are from the Army survey for the use of 
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Cheatham Annex, which was published by the Army, and these are 
extracts, I think, fromit. I don’t want to go through the whole thing, 

If this is possible at Cheatham Annex, it is also possible in 
New York. 

During the Second World War, when the Armed Forces had to 
handle millions of tons of cargo through the warehouses in the port 
of New York, at the Army’s request, the Warehousemen’s Association 
set up a rate schedule which would be common to all warehouses, 
This worked very smoothly under more trying conditions than we 
have today, and we are ready to give the Army Quartermaster the 
same service in New York right now. 

3. Again in the survey, it is considered a detriment that the port of 
New York is served by nine railroads and many out-of-town truckers, 
and more than sufficient warehouses for any peak loads necessary, 
Cheatham Annex is said to be better because they have their own rail- 
road that must be maintained, at a cost to the Government, Senator, 
and all freight must be routed on that single road, a very few truck- 
lines, and only one warehouse. 

If the thinking of the Army follows this reasoning, then military 
operations should use every little cove along the water boundaries of 
the United States. If they want to hide themselves they should open 
about 40 of these little warehouses in every little cove and get their 
little ships in there, because that is the only protection—Cheatham 
within itself isn’t any good in case of an emergency. 

More refrigerated space, more rail facilities, more trucks, and a 
more nearly central area of supply is what we have to offer at 
lesser cost. 

We questioned the representatives of the Army that if in an emer- 
gency Cheatham Annex and its surrounding environments would be 
able to handle the Army needs, they readily admitted, under those 
conditions, they would have to return to New York. However, we 
feel by that time they would have to train new personnel and build 
new warehouses as present installations will have been debilitated. 

That we are going to have to cut back space and close up space be- 
cause unlike ordinary dry space, refrigerated space costs so much a 
cubic foot to keep cold and to service. 

If we close down 25 or 30 percent of our operation, we just can’t 
come back and say, “We need this much”; that is going to be closed 
and probably taken out of service. 

One warehouse since I have written this has sold a building, and 
one of the points of sale was that whoever buys it cannot use it asa 
refrigerated warehouse ; it must come out. 

That warehouse is about 8 or 7 percent of the space in New York 
and that is by a big national firm, Merchants Refrigerating—they are 
closine one of their four warehouses in the area. 

4. Throughout this survey it is continually mentioned that the 
trucking street congestion and the waiting time involved in the loading 
of ships in the port of New York is objectionable. Although the Army 
cannot control commercial shipping they use it out of New York any- 
way for emergency shipments. They can only control their own ships 
and set up a smooth operation at shipside. 

5. Other factors in the report are the various costs due to ships being 
late, temperatures in hatches not being up to par, overbooking of 
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ships, etc. These conditions are the same throughout the world, and 
with proper management it does not make a particle of difference 
whether it is Cheatham Annex, New York, or any other part of the 
United States. 

Supplies having to be handled from warehouse to ship and back 
again is caused only by mismanagement and not conditions in the 

ort. 

Furthermore, if a ship is operated from a covered pier, the ship 
would not be detained due to inclement weather and work stoppage 
would not have to take place. In Cheatham Annex which is an open 

ier, Whenever it rains, work must stop and many hours of labor lost 
in standby time. 

The next problem we shall take up will be conversations and ques- 
tions as posed at the Washington, D.C., meeting in April. 

1. General MacIntosh claimed that more than half of the Army 
tonnage moved through the port of New York warehouses. <A survey 
by ourselves showed that outside of local camp distribution, known 
as DP supplies, there was not any freight on the Sire & Clay projects 
in the warehouses in the port of New York, so far as we cou'd ascer- 
tain. 

2. The Quartermaster put out bids for a DP operation, and that was 
since the hearing, Senator, for the northeastern Army camps. This 
is a special type of operation and we asked for an extension due to the 
fact that it requires opening the warehouses from 10 p.m. to § a.m. 
besides the normal operation which very few warehouses are equipped 
to handle, thus it required extensive study. Eventually these con- 
tracts were bid by five of the seven available warehouses in New York. 
I will take exception, I think it was four, I thought it was five, count- 
ing myself. 

The releases from the Pentagon to the NARW “Quick Sheet,” that 
is the National Association of Refrigerated Warehouses, indicated 
that one of the reasons for the Army staying at Cheatham Annex was 
because of the alleged inadequate response they received on these bids. 
Bids on the first invitation only brought one reply from a warehouse 
which has been handling these for the Army for the past several years 
and they were granted the contract. 

In questioning Mr. Perkins McGuire as to why he did not ask local 
warehousemen, truck carriers, railroads, stevedores, etc., to help in 
this survey, he told me that their mission was to cut the cost of 
operation and all he could tell me was that the survey was taken by 
people working for the Army. He was very vague as to where they 
got their information and did not know what was in the survey nor 
how they arrived at their conclusions. 

In our opinion, the survey was very inadequate, incongruous, and 
prejudiced. After the Army built the situation with their own rules, 
regulations, and systems, they added up the total of their follies and 
said this was the cost in New York. 

Senator, we also spoke to the stevedore, the longshoreman, the ILA 
in New Jersey, and they have been hurt very badly, first by the 
movement of the U.S. Engineers out of Chapel Avenue, which took 
reo about 3 years ago, and now with the loss of this work. Frank 

{urray, the president of the ILA in Jersey, has submitted a brief 
as to how it hurt him, and they figure it is between—all their opera- 
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tions they have lost to the Army to this point, have been almost 
$150,000 a week in payroll and I have a statement from him to that 
effect. 

Mr. Misuxtin. I would like to add in closing that one of the things 
that has hurt us mostly due to the lack of tonnage and overabundance 
of space, our rates today have reached a point where even when you 
get business it is hard to live with it, due to the fact that all this 
available space is wide open, and the merchants in those cases—and 
they are shopping—have got the lowest rate in New York today that 
they have enjoyed since 1945. Our rates today, because of our condi- 
tion are lower than 1945, and our labor costs are up at least 55 to 60 
percent. 

Senator WiiuramMs. It would just seem to me that demands for 
refrigerated warehousing should be increasing as frozen products in- 
crease now and multiply. Is this a very untrue observation / 

Mr. Misuxin. It is an untrue observation. Besides the loss of this 
Army business which we enjoyed, we also have the problem of cold 
storage at the point of production which is of great interest to the 
buyer. They produce strawberries in Oregon. They will hold them 
in Oregon so they can ship them to any part of the world, and the only 
thing we would get would be the area use in and around the New York 
area, and point of production storage has become a big item, whereas at 
one time we were the biggest storers of Birdseye and Seabrook and 
so forth. Now, they stay at the point of production. A lot of them 
have constructed their own warehouses and a lot of them have put it 
in Santa Fe organization with an organization called the Caves which 
holds about a hundred million pounds of storage at a very low rate. 
Some chemical is dug out of there, and in the Caves they put blast 
freezers and the rates are way down below the New York area. They 
have been capturing all that in-transit business that we enjoyed at 
one time. There have been other factors beside the Cheatham Annex 
situation. And the proof is that you can buy warehouses very cheaply. 

Senator Witu1AMs. Thank you, Mr. Mishkin. 

{ wonder if any of the other industry witnesses who were not here 
earlier, have arrived? Are there any other industry witnesses who 
want to be heard at this point ¢ 

Mr. Apams. I don’t think your last question was answered. When 
the Quartermaster was in New York or the depot was in New York 
instead of Cheatham, the vendors who supplied the Quartermaster 
stocked their foods in and at or near the area where the Army buys it. 
You spoke about the cold storage business should be bigger as the 
frozen foods are in more use. If you can just see this picture: 

We talked about this with 25 of the leading firms that were vendors 
to the Quartermaster. They no longer warehouse their regular stocks 
in New York because the Army is not there as a buyer for those stocks. 
For example, I can say, A, B, C, and D will put in maybe 5 million 
pounds of products in cold storage warehouses in New York and the 
Quartermaster will come along with bids and they will take the goods 
out of those stocks, strap them up, and send them to meet their require- 
ments. We analyzed this last year; we found that 28 million pounds 
had been taken in three items alone. The Quartermaster buys goods 
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in the New York area that were packed, frozen, or shipped there and 
they were put in stockpile to meet the pending requirements of the 
Army. 

That is one of the big things that has happened. It is more of a 
consequence of the Army move rather than the Army business itself. 

When you asked about that figure, I hesitated for a moment, you 
remember, 8 to 16 percent—that figure goes to 27 percent if the goods 
that are stored by the vendors are considered. 

I think that helps to answer your question. 

Senator Witu1AMs. That does. It is extremely helpful. 

Mr. McGuire advised us he could make it by 12:30. We have reached 
the point where we would like to hear from the Government witnesses. 
We probably can get the position of the departments of the Govern- 
ment without postponing here to 12 :30. 

Who will be testifying from the Defense Department ? 

Mr. Ritey. My name is Paul Riley and I work with Secretary 
McGuire, I have a prepared statement here as the principal Defense 
Department witness. We also have General Mackintosh. 

Senator WituraMs. Why don’t you gentlemen both come up and we 
will get along with your side of the story. 

Mr. Riley, do.you want to lead off? 

Mr. Rizey. Yes, thank you. 


STATEMENT OF PAUL H. RILEY, DIRECTOR, SUPPLY MANAGE- 
MENT POLICY, OFFICE OF THE ASSISTANT SECRETARY OF DE- 
FENSE (SUPPLY AND LOGISTICS) ; ACCOMPANIED BY MAJ. GEN. 
H. MACKINTOSH, U.S. ARMY, EXECUTIVE DIRECTOR, MILITARY 
SUBSISTENCE SUPPLY AGENCY; AND VINCENT F. CAPUTO, STAFF 
DIRECTOR, STORAGE AND WAREHOUSE DIVISION, OFFICE OF 
SUPPLY MANAGEMENT POLICY 


Mr. Ritey. Mr. Chairman and members of this subcommittee, we 
are here today at the invitation of your subcommittee to discuss the 
Department of Defense’s use of the Navy’s refrigerated storage plant 
at Cheatham Annex, Williamsburg, Va. 

In December 1957, the Department of the Army moved its perish- 
able subsistence storage and distribution operations for the supply 
of military forces in Europe (exclusive of the United Kingdom) from 
commercial facilities in the New York port area to the Government- 
operated facility at Cheatham Annex. 

The decision to make this change was reached only after the Arm 
and Navy jointly made an exhaustive study to determine the most ad- 
vantageous system for the storage and shipment of perishable sub- 
sistence to our European forces. This study was reviewed by the 
Office of the Assistant Secretary of Defense to assure that it was 
both objective and factual. } 

The differences in costs between the use of commercial facilities in 
New York and the Cheatham Annex were an important factor in 
arriving at the decision. However, other factors, as the economic 
utilization of existing Department of Defense facilities which have 
to be retained for other purposes, and the administration policy with 
respect to the use of commercial facilities, were carefully evaluated. 

The economic utilization of an existing facility which must be re- 
tained to support the defense effort is an important factor which 
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must be considered in determining whether the Government should 
rovide its own services. This is in accord with Bureau of the Budget 
ulletin 60-2. Cheatham Annex, as a complete installation contain- 
ing both general supply and refrigerated storage capability is re- 
quired for current and wartime operations by the Department of 
Defense. Therefore, it must be retained. 

As to the economic aspects of the use of this facility, the initial 
study by the Army and Navy showed that we could expect to realize 
an annual savings of approximately $346,000 by using Cheatham. 
This estimated saving was based upon the inclusion of certain costs 
such as taxes, depreciation, insurance, etc., as provided for by Bureau 
of the Budget Bulletin 60-2. 

After 24 months of actual operation, we found that the annual 
savings at Cheatham averaged $592,616 including the unfounded costs, 
Excluding the unfunded costs, out-of-pocket savings to the Depart- 
ment of Defense have averaged $840,038 annually. 

On April 13 of this year we attended a meeting with members of the 
industry and congressional representatives to discuss this same sub- 
ject. Just prior to this meeting, we again reviewed the findings con- 
cerning the use of Cheatham Annex, and this review verified the fact 
that the original decision was sound. 

In April of this year, invitations to bid on military commercial 
refrigerated storage requirements for local distribution in the port 
of New York area were issued by the single manager for subsist- 
ence. This invitation was restricted as a set-aside for exclusive par- 
ticipation by small business firms for storage needs in the New York 
area. 

Bids were to be opened on April 27. This opening date was ex- 
tended to May 12; on that date only one bid was received, which was 
determined to be nonresponsive because the bidder was classified as 
big business. 

On May 13, another invitation was issued on an unrestricted basis 
to both large and small business firms. Two companies classified as 
big business and three classified as small business responded to this sec- 
ond invitation. One of the big business firms was low bidder and 
therefore received the award. 

Hundreds of man-hours have gone into the several reviews of the 
decision to use Cheatham Annex, because of the industry’s efforts to 
obtain a reversal of this decision. After all the man-hours spent 
in reviewing this decision, the Assistant Secretary of Defense for 
Supply and Logistics, has found no valid reason for discontinuing 
the use of Cheatham Annex. 

In conclusion, it is our opinion that the continued operation of 
the Cheatham Annex is efficient and economical, realizes substantial 
savings over similar operations in the New York area, and is fully 
in accord with the administration policy. 

Senator Wmu14Ms. Mr. Riley, you refer to this exhaustive study 
and the hundreds of man-hours that have gone into the review of the 
economic aspects of Cheatham compared with your former opera- 
tions by utilizing the private facilities in the metropolitan area. Is 
that the review that Mr. Mishkin referred to? Did you put this up 


in booklet form ? 
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Mr. Rrtey. I believe that is the one, yes, sir. 

Senator WituiaMs. Just to give me some understanding of how de- 
tailed that study was, you, in your statement indicated that all factors 
were considered, including taxes, is that right ? 

Mr. Ritxy. That is right. 

Senator WiuraMs. “Savings based upon the inclusion of certain 
costs such as taxes.” What does that mean, certain costs such as taxes? 

Mr. Rizey. Certain costs are required under the 60-2 Bureau of 
the Budget bulletin to be considered in weighing the operating costs 
of the Government facility versus a commercial facility. 

Senator Wiiu1AMs. I don’t understand that yet. 

Mr. Ritey. Under the Bureau of the Budget Circular, 60-2 there 
are certain costs required to be considered in weighing the cost of a 
Government operation versus a commercial operation. Taxes is one 
of the elements of cost to be considered, depreciation is another, in- 
terest on investment is another, and by using these costs the Depart- 
ment of Defense arrived at its total, annual estimated savings. 

Mr. Sruurs. This is real estate taxes only, is it not? Is it taxes on 
the profit that the Army makes at Cheatham Annex? 

Mr. Ritey. The Army does not make any profit. We don’t have 
any taxes on profit. 

Mr. Sruurs. That is what I thought. The commercial facilities 
would have taxes that they would pay to the Federal Government if 
they made a profit on Army subsistence items, is that not correct? 

Mr. Ritey. The tax figure I referred to represented real property 
taxes. This amounted to $42,742, which was arrived at by getting the 
county assessor to give us a real property evaluation. 

Mr. Srvuuts. As I remember, General Mackintosh stated that tax 
was strictly a real estate tax. It was not any of the local taxes, gross 
receipts, or income taxes, or anything of that type. 

Senator Witu1aMs. Mr. Stults mentioned income taxes. Have you 
computed the loss of revenue to the Government from the cutback of 
commercial profit on your prior method of doing business with pri- 
vate industry? 

Mr. Ritry. To my knowledge, Senator, we have not. 

Senator WituiaMs. You have or have not? 

Mr. Ritry. We have not, and we do not have a way of getting 
at this. 

Senator Wiu1aMs. Well, now, does your study show how many 
jobs by workmen were lost as a result of this operation ¢ 

Mr, Ritey. No, sir, it does not show that. 

Senator Wiiu1AMs. It does not show that. 

Mr. Ritey. No, sir. 

Senator WiiuiaMs. Do you have anything to dispute the figure of 
$15,000 of income for workmen per month which was lost? Was that 
right, Mr. Mishkin ? 

Mr. Misuxin. That’s right, sir. ; 

Senator Wiii1ams. That was lost as a result of this. Can you dis- 
pute that figure? 

Mr. Rriry. I can’t dispute that figure because I have no facts and 
would not dare attempt to say one way or the other. Our annual total 
costs, however, in the New York-New Jersey area from the period 
1955 to 1957 was $617,677. 
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Senator WituiaMs. Will you repeat that? 

Mr. Ritey. The average total cost for refrigerated storage in the 
New York-New Jersey area from 1955 to 1957 was $617,677, less an 
average of $155,000 for domestic distribution point stocks. Thus the 
net revenue for export stock sold commercially in New York amounted 
to $467,677. This is about what we transferred to the Cheatham 
Annex. 

Mr. Sruurs. You have done pretty well since your statement says 
that the out-of-pocket savings to the Department of Defense averaged 
$840,000 annually. You have apparently saved a great deal more than 
you ever spent. How do you figure out? 

Mr. Rizr. Well, the total cost here—this is just warehousing, cold 
storage warehousing—the total cost to the Department of Defense was 
in transportation as well as storage and other factors. 

Mr. Srutrs. Could we go over that again, Mr. Riley ? 

How much did you figure you were spending in New York for cold 
storage, annually, 1955-57, $617,000 ? 

Mr. Ritey. $617,000, less the $150,000 here for our distribution point 
costs, which really gave us a net revenue for export stock, cold storage 
in New York, of $467,000. 

Mr. Srutts. $467,000. You estimate that was the volume of busi- 
ness you pulled out of New York, is that correct ? 

Mr. Rirey. That was roughly that. 

Mr. Caruto. Can I answer that, Mr. Stults? If you don’t mind, 
maybe I can get it clear for the record. 

What we are trying to develop is that the storage charges that the 
Army was paying prior to Cheatham was $617,000—that is, the aver- 
age. This is storage only and does not include drayage, transporta- 
tion. In our cost studies which we have furnished the committee at 
our recent meeting, we indicated that the drayage costs in New York 
was costing us $1,039,000 for 2 years. 

Senator Wiit1aMs. Repeat that. 

Mr. Caputo. A 2-year cost of $1,039,000 for transportation or 
drayage. 

Mr. Srutts. That drayage included taking the goods from the re- 
frigerated warehouses down to the Bayonne pier where you happened 
to want them. 

Mr. Caputo. Or New Jersey pier. 

Mr. Srouurs. Wherever you wanted the boat loaded—rather than 
nearer the dock of these refrigerated warehouses ? 

Mr. Caruto. There is only one refrigerated warehouse in the New 
York area that has pier facilities; all the rest of them don’t have it. 

Mr. Sruurs. Many of them are much closer than Bayonne; is that 
correct ? 

Mr. Carvuro. Well, we were loading both out of commercial piers 
and and out of Bayonne. This $1,039,000 that we quote here was the 
cost of drayage to all terminals, both commercial and Bayonne. 

Our study revealed that in Cheatham the transportation cost of 
ours—drayage costs came to $47 million for a 2-year period. 

Mr. Stutts. Not $47 million ? 

Mr. Caputo. $47,000 compared to the 1 million plus. 

Mr. Sruuts. Do you have precooled refrigerated trucks moving 
from the warehouse over your pier at Cheatham ? 
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Mr. Caputo. No, we don’t but let me bring this point out. A num- 
ber of the witnesses from industry brought up the inefficient method 
of our handling our supplies because of the lack of these precooled 
trucks. I have a letter here from the president of the National Associ- 
ation of Refrigerated Warehouses which all of these industry repre- 
sentatives belong to, and in this letter he commends the Army for a 
very effective and very efficient operation. He thanked General 
McKenzie who was then executive director for conducting a tour of the 
Cheatham Annex, and said he couldn’t give him any suggestions to im- 
prove the Cheatham operation. (Pr 

We will make a copy of this letter available for the record. 

Mr. Stutts. What was the date of that letter ? 

Mr. Caputo. I have it right here. It is dated March 4, 1958, if I 
may [ will submit it for the record. 

(The letter referred to follows:) 


Exnursit II 


WISCONSIN CoLp SToraGE Co., 


Milwaukee, Wis., March 4, 1958. 
Gen. H. R. McKEnzIzg, 


Military Subsistence Supply Agency, 
Chicago, Il. 
DEAR GENERAL McKENzIE: Just a belated note to extend genuine thanks and 


appreciation for conducting us through the Cheatham Annex Naval Supply 
Depot. 


It was a most informative and educational visit and one which proved most 
beneficial. 
The operation is just about as fast and efficient as one could hope for. Cer- 


tainly, the expeditious handling preserves quality and minimizes delivery and 
loading expense. 

Frankly, I did not see many areas where the operation could be improved 
upon. I did, however, suggest to some of your officers that the use of two-way 
pallets might facilitate loading of pallets directly onto the truck beds from the 


dock rather than transferring them from dock level to ground level as is now 
necessary with one-way pallets. 

I also noticed that you are using four engineers around the clock in the 
engine room. I am sure it is possible to add some additional equipment to the 
engine room which would make the plant semiautomatic and permit you to 
reduce the engine room staff from four to two. 


In any event, I merely pass these little suggestions along for whatever they 
may be worth. 
Again, many thanks to you, the admiral, and Captain Millson for a splendid 
trip. I look forward to seeing you in Dallas. 
Sincerely yours, 
(Signed) Puivie G. KueEnN, President. 


Mr. Srurrs. I wonder if you were here and heard the executive vice 
president of NARW this morning saying that Cheatham ought to go 
out of business? 

Mr. Carvrto. I heard him, but I don’t think he implied we were in- 
efficient. or ineffective. 

Mr. Sruurs. I wonder, Mr. Chairman, if we are not getting into 
technicalities—I am not sure I am competent to handle talk about 
efficient warehousing. I just wonder if the Defense Department wit- 
ness, Mr. Riley, speaking for Mr. McGuire, will state that the reason 
that the move was made was to save money. Is that correct? 

Mr. Ritxy. There were two considerations, Mr. Stults: One was the 
economy based on the move, and the other was the fact that for mo- 
bilization purposes we have to have the whole Cheatham Annex; and 
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it made sense to us to operate this facility there, cold storage plant, at 
an efficient capacity rather than letting it sit idle as long as we have 
to ¢ erate the facility. 

r. Stunts. Even though on April 13 Secretary McGuire said— 
and General Mackintosh, T think, seconded him—that in the event 
of an emergency you would take this program back to the port of 
New York? 

Mr. Riey. I don’t believe that is exactly what the Secretary said. 

Mr. Stuuts. What did he say? 

Mr. Cavuto. I think Mr. McGuire stated that in the event of an 
emergency we would have to rely on all facilities throughout the 
country, both New York and any part of the country. The Cheat- 
ham operation would be required to meet mobilization requirements, 
because the mobilization requirements would step up our needs for 
additional facilities and we would then have to supplement our Cheat- 
ham operations with commercial facilities in New York and other 
cities. 

Mr. Srourts. Which is what we are talking about today—the Army 
requirement. So your answer is “Yes, we would take the Army’ 
quartermaster subsistence operation back to New York”. Is that 
correct ? 

Mr. Caruro. We would, under an emergency. 

Mr. Srutts. So we do need New York. The question seems to be 
whether the Federal Government or private business is in better shape 
to handle standby for emergency. 

Do you feel that it is fair to ask small businessmen to maintain 
standby facilities that you will need in an emergency and at the same 
time operate at an efficient level your own Government-owned facili- 
ties? 

Is this the policy of the administration ? 

Mr. Riry. No, that isn’t the policy of the administration. The 
policy of the administration, I think, is pretty clear: Where it can 
be shown that it is more ec onomical for the Government to operate 
its own facilities and where there is a need for a national emergency 
for an installation, it is the policy of the administration that we keep 
and operate the facility. 

Mr. Srutts. I would like to read testimony 

Mr. Rirey. Could I raise a point here? I think we are all interested 
in getting this cleared up. If you take the business, the $467,000— 
or whatever the figure was—it was in that neighborhood that we 
moved from that New York area down to Cheatham, and look at what 
we have down there today. We have reduced our stock about 20 per- 
cent, so the amount of business, even if the business today in Cheatham 
were transferred back to the New York area, would amount to about 
$364,000. 

Now, some of your witnesses have here testified as to how much 
space they have available up there, and I don’t know how much of this 
is occupied by commercial business. I don’t know what their occupan- 
cy rates are but there isn’t enough of this to go around to keep all 
of these warehouses that are interested in this program running at an 
economical basis. 

Mr. Stoutts. Is there any excuse for not turning it back just because 
it is not enough to fill them all up? 
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Mr. Ritey. No, I am not using that as an excuse, but just making 
the point. 

Mr. Struts. Now, Secretary McGuire, in April 1957, testified before 
our committee that the Defense Department has attempted to find a 
definition for reasonable price and cost. 


Our efforts— 
and I am quoting— 


to develop a reasonable formula to accomplish this was found to be impracti- 
cal. * * * We have made several attempts at making cost comparisons and 
found that we were continually led into an accountant’s paradise as estimates 
were constantly subject to challenge.’ 

That testimony from Secretary McGuire—and I am sorry, he can- 
not make it today—read in conjunction with Bulletin 60-2 of the 
Bureau of the Budget, which says that costs alone shall not be used as a 
justification for the Government to go into business, seems to indicate 
pretty strongly that at least Secret tary McGuire ‘has some serious 
doubts about using accounting procedures as a justification for Gov- 
ernment competition. 

Mr. Ritry. No, I don’t think his statement really means that. I 
have also a copy of his statement here. He was trying to establish 
with the committee the efforts of his office in trying to arrive at what 
a reasonable price was and in so doing he recognized that in many 
cases it is difficult for the Government, because we don’t keep our books 
that way—to arrive at what we commonly call unfunded costs. 

However, for the purpose of this Cheatham Annex here, the Gov- 
ernment has, the Army and the Navy, jointly studied the cost of the 
operation of these facilities, and have, following the administration 
policy, included all of the 'so- called unfunded ‘costs, the taxes, de- 
preciation, and other things. 

Mr. Sruurs. Mr. Riley, Mr. Elmer Staats, Deputy Director of the 
Bureau of the Budget, testified before our committee last month, May 
12.8 He said— 


Bulletin No. 60-2 recognized there are factors which may make it necessary for 
or advisable for a Government agency to produce goods or services for his own 
use. The burden of proof, though, was clearly on the agency to provide com- 
pelling reasons for justifying exceptions. Guidelines and criteria were provided 
for determining whether compelling reasons existed due to— 


And there are three factors— 
(1) national security— 


Is the use of Cheatham Annex based on national security ? 

Mr. Rizey. Yes. 

Mr. Sruuts (continuing) : 

(2) relatively large and disproportionately high costs; or (3) clear unfeasi- 
bility. 

He was talking about—in (3)—the unfeasibility of private industry 


to give you this service. Industry can give you this service, so we can 
knock out No. 3; is that correct ? 





7™“Government Competition With Private Business—1957,” hearings before Subcom- 
mittee on Relations of Business de Government, Senate Select Committee on Small 
Business, Apr. 16 and May 22, 1957, 

8 “Government Competition With i ahedin : Liquid Oxygen Production,” hearings before 
the Subcommittee on Relations of Business With Government, Senate Select Committee 
on Small Business, May 12 and 13, 1960, p. 12. 
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Mr. Rutxy. I believe that is correct. 

Mr. Stuutrs. Do you feel that the industry in New York port area 
was charging you relatively large and disproportionately high costs? 

Mr. Rizey. I don’t believe we could say that. All of that business 
up there to my knowledge, and General Mackintosh is here to correct 
me, is on a competitive basis so I would assume we were getting a good 
price from those people. 

Mr. Sruurs. Well, it would seem to me, Mr. Chairman, that this 
activity disregards the Bureau of the Budget and the administration’s 
general policy which reads as I quote again— 

Because the private enterprise system is basic to the American economy, the 
general policy establishes a presumption in favor of Government procurement 
from commercial sources. This has the twofold benefit of furthering the free 
enterprise system and permitting agencies to concentrate their efforts on their 
primary objectives.® 

It would seem to me pretty clearly that the burden of proof had to 
be on the military in this situation to prove that the costs were so 
great that, for the savings of several hundred thousand dollars, we 
would have to remncn, it seems to me, whether $300,000 saving is 
sufficient for Uncle Sam to enter into business in competition with 
private industry. 

Mr. Ritey. Well, the figures we have are a little more than $300,000, 
Mr. Stults. They are over 

Mr. Srurts. $592,000 for 24 months’ actual operation. 

Mr. Rirry. Because that really is roughly a 22 percent reduction 
in our costs. 

Mr. Sruurs. But I was talking dollars. You are talking percent; 
is that right ? 

Mr. Ritry. The figures of our savings, $840,000 annual savings, are 
out-of-pocket costs, excluding unfunded costs. 

Mr. Struts. Excluding ? 

Mr. Ruxy. Excluding unfunded costs, the out-of-pocket savings 
roughly amount to about 22 percent. 

Mr. Sruurs. Do you think you could build jeeps in the Defense 
Department more cheaply than an auto company? Do you think you 
could produce drugs more cheaply, 20 percent more cheaply? Did 
Secretary McGuire, when you talked with him about this, indicate 
you might go into any business where you could show 22 percent 
savings ? 

Mr. Ritry. No, the Secretary has never said that, and this is defi- 
nitely not a policy of the Department of Defense or of the executive 
branch of the Government to go into all kinds of business. 

Mr. Sturts. I see. 

Senator WittraMs. You estimate warehousing costs of what you are 
now storing in Cheatham, if transferred to the private facilities would 
run $300- and-some-thousand a year, just the warehousing costs? 

Mr. Ruiter. That’s right, sir, $364,000. 

Senator WILLIAMS. Just the warehousing, $364,000. So if your 
statement—if you are saving at Cheatham $800-and-plus thousand a 
year for $364,000 work in warehousing, there must be many times 
that in other costs; is that right ? 

Mr. Rizr. The big savings here is in our transportation and dray- 


age. 





5 Ibid., p. 12. 
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Senator Winui1Ams. All right, what do you estimate your other costs 
for that $364,000 worth of refrigerated warehouse? What is that 
figure ¢ 

“Mr. Rirey. For two years here, the drayage cost was $1,039,000. 

Senator Wittiams. A 'mmillion dollars a year ¢ 

Mr. Ritzy. Yes, sir. 

For two years. 

Senator WittraMs. $500,000 for a year? 

Mr. Riztey. I don’t know just how that would break. 

Senator WitiiAMs. So warehousing would be $364,000, if it were— 
if other costs were comparable, you would add $500, 000, your total 
cost in New York would be $800,000; is that nants 2 

Mr. Caputo. Can I make a point on that, sir ? 

Senator Witu1AMs. Yes. 

Mr. Caputo. The $800,000 that we say we are saving, is out-of- 
pocket costs which do not include unfunded costs. This is money 
we don’t come into the Congress, for. When we include unfunded 
costs such as amortizations, interest on Sr rNe ES, taxes and so forth, 
as an expense, we arrive at a sav ing of some $ 5500-odd thousand. If 
we return the operation to New York we w ould have to ask Congress 
for an additional $800,000. Since we are down in Cheatham we don’t 
come in for the additional $800,000. This is the point I am trying to 
convey. 

Mr. Sruurs. At that point where do you come into the Budget for 
that $300,000? I would like to get that. Is it a line item in the 
budget ? 

Mr. Ritey. There would be no special line item that would show up 
in the Defense budget for refrigerated storage space, it would include 
that as part of our overall operation and maintenance costs. 

Mr. Srouurs. Included in what ? 

Mr. Caputo. Operation and maintenance of our whole installation. 

Mr. Stutts. Operation and maintenance for whom ? 

Mr. Caputo. Cheatham. 

Mr. Struts. Is there a line item for Cheatham ? 

Mr. Ritey. The Navy would defend the cost of Cheatham at their 
budget but the Army would pay the cost of drayage and transporta- 
tion. 

Mr. Struuts. Does Quartermaster subsistence get into it anywhere? 

General Mac KINTOsSH. Yes, we in the military subsistence supply 
agency receive our operation and maintenance funds from the Quar- 
termaster General, and for the charges which we must pay for re- 
frigerated storage, that comes out of our operation and maintenance 
money. 

By the same token the transportation is provided for by a markup 
included in our standard price, and transportation is paid for by the 
stock fund. 

Mr. Srutts. How about this transportation like drayage, where 
would that have come in? 

General MacxrntosH. That would have been paid out of the stock 
fund. 

Mr. Stotts. Out of the stock fund. 

General Mack1ntosuH. Yes, sir. 

Mr. Srvurrs. And it is only the warehousing itself that comes out 
of operation and maintenance? 
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General Macxintosn. That is correct, sir. 

Mr. Sruurs. How big an item was operation and maintenance this 
year for you folks? 

General MackintosH. Just under $26 million, sir. 

Mr. Sruuts. Have you got plans to use other military installations 
in other parts of the country to do this work and take it away from 
private industry ? 

General MackintosH. We have no plans to— 

Mr. Stuuts. Have you any other refrigerated warehouses that are 
empty anywhere that you could use and save this kind of money? 

General MacxtntosH. No, sir. 

Mr. Sruturs. This is the only refrigerated warehouse that the mili- 
tary owns; is that correct ? 

eneral MacxintosH. No, sir. 

Mr. Caruto. No, sir. 

Mr. Stuuts. The only one that is empty or was empty ? 

General Mackrntosu. I answered your question in terms of empti- 
ness, sir. We have none empty. However, we do have other Gov- 
ernment warehouses. However the majority of what we store is in 
commercial warehouses. I would say a ratio of about—out of 27 I 
think storage locations we have 4 Government warehouses. 

Mr. Srutts. All the Government warehouses are being utilized 
fully ? 

General Mackrntosu. Yes, sir. 

Mr. Sruurs. So in case of emergency there is no military installa- 
tion on standby at this point that could come into operation. 

General Macxintosu. That is correct, sir. 

Mr. Srutts. It is only the private industry which could take up any 
burden brought about by a new emergency; is that correct? 

General Macxrntosu. Yes, sir. 

Mr. Strouuts. Thank you. That is all. 

Senator Witttams. What is your measure of warehousing space— 
cubic feet, I would imagine, is it not? 

General MackInTosH. Yes, sir. 

Senator Wiru1ams. What is the cubic foot capacity at Cheatham 
warehouse ? 

Mr. Caputo. 900,000 cubic feet of refrigerated. 

Senator Wirurams. That is just of the area we are talking about, 
not the rest of the facilities. What is your percentage of occupancy 
in Cheatham ? 

General Mackintosu. About 85 percent, sir. 

Senator WituiAMs. Eighty-five percent of 900,000 cubic feet. Just 
one other item I would like to inquire about. before we see if Senator 
Javits, whom we are glad to have with us, has anything on this. 
Regarding the invitations to bid in April and May, I see that Mr. 
Riley, you make quite a point of this, that having made this oppor- 
tunity available to the private sector in the metropolitan area they 
did not come in and you had to practically drag them in. Are you 
familiar with the description of this kind of warehousing as a DP 
operation ? 

General Macxintosu. Yes, sir; DP stands for distribution point, 
sir. 

Senator Witi1AMs. This is not for overseas; this is for local area 
use, right? 
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General MackinrosH. Yes, sir; to Fort Dix, Governors Island, and 
the other stations. 

Senator Wiiitams. And to be very brief, you recognize that this is 
from the standpoint of the warehousemen most undesirable business. 

General Macx1nrosH. That is correct, sir; but the people who get 
the contract, I am sure, are operating at a profit. 

Senator Wiiir1ams. Well, I think you were here when it was indi- 
cated that Seaboard is a large concern that can work this kind of a 
rather difficult and unwanted operation into their overall operation ; 
is that right ? 

General Mackintosu. That is correct, sir; however, if I might 
state, the approximately 24 other civilian locations that we have 
throughout the country, we, of course, have response there, sir. 

Senator WiiitaMs. Senator Javits? 

Senator Javirs. Mr. Chairman, first may I state that I was bogged 
down in New York by the fog, and I had to attend a meeting of the 
Labor Committee where we are marking up the minimum wage bill. 

From what I have gathered since I arrived, the questions I had in 
mind have been asked. I would like to ask one other thing, and that 
is the statement by one of the witnesses was to the effect that if we 
should get into an emergency, then you would leave Cheatham An- 
nex and come back to New York: Is that true or false? 

Mr. Ritry. I believe this point was covered, Senator. To repeat 
here, we would go back to New York with the Army’s stock. How- 
ever, this does not mean that the refrigerated space at Cheatham 
would not be operated. 

Senator Javits. I didn’t get that. 

Mr. Ritey. We would go back to New York for the storage of the 
Army stock. 

Senator Javirs. But it does not mean what? 

Mr. Ritry. This would be because of an increase in effort in the 
European area. But this does not mean that the refrigerated space 
at Cheatham would not be operated. 

Senator Javirrs. Now about having facilities when you got to New 
York. What do you think there is to the industry’s point that by the 
time you got back to New York they won’t be around if you need them ? 
Is there any truth to that? 

Mr. Ritey. I don’t think I can answer that question, Senator. 

Senator Javirs. Well, if that were true, there would be an important 
argument for giving them some of the business now. You ought to 
at least keep them in business so you could use them if there was an 
emergency. 

Mr. Riiey. Well, I think that is correct; but on the other hand, the 
people there have been given an opportunity to bid on the business 
that is in New York. 

Senator Javits. Well, the Chair, I think, has just brought out that 
the special circumstances surrounding that business doesn’t make it 
analogous to the business done at Cheatham; isn’t that true? 

Mr. Rirey. I think that is true. 

Senator Javirs. Will you say that if it were a fact that you need 
a standby facility in New York or you need to keep people in busi- 
ness in New York to take care of an emergency, that would be an over- 
riding consideration for the military over and above the factor of 
cost ? 
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Mr. Rizey. It would be if there is not enough, or would not be 
enough, space available in New York. 3Q 

Senator Javrrs. Have you surveyed that proposition? In other 
words, have you tested out the factual question as to whether there is 
anything to the proposition that if you got into an emergency and you 
wanted to come back to New York what you are doing now would 
make that a far more difficult proceeding or perhaps make it im- 
possible; that is, has that been part of your survey ¢ 

Mr. Rizxy. There are about 26 million cubic feet of storage avail- 
able in the New York area. 

General Macxinrosu. It is less than 4 percent. 

Mr. Ritey. What we have at Cheatham is less than 4 percent of the 
New York capacity. ; 

Senator Javirs. So you don’t feel you would run into any jam at all? 
You can’t foresee a situation which in an emergency you would be 
in difficulties because you had transferred this business away from 
New York and now feel you should not return it ? 

Mr. Rinzy. Yes. 

Senator Javirs. And the Department is ready to take the respon- 
sibility for that finding ? 

Mr. Rimry. We have. 

Senator Javits. That is correct ? 

Mr. Ritry. Yes, sir. 

Senator Javits. Thank you, Mr. Chairman. 

Senator WitiiaMs. I want to make one further observation. I be- 
lieve it was Mr. Adams who made a very constructive suggestion that 
there are new uses for refrigerated warehousing and he mentioned 
K rations. Have you explored the use of your facility for new uses 
of refrigeration that would be noncompetitive with private business? 

Mr. Ritry. Yes; as a matter of fact, we do store K rations in re- 
frigerated space now. Those which are stored for use in the con- 
tinental United States, are stored here. Most of our combat rations 
needed overseas, and also requiring this kind of space, have already 
been shipped overseas and held in reserves. If we used Cheatham 
this would mean we would have to move the rations to the east. coast 
and backhaul them to some part of the United States for consumption. 

Mr. Caputo. May I add something? Prior to Cheatham, 81 per- 
cent of the military stocks were in commercial storage. When we 
went into the Cheatham Annex, it dropped to 70 percent, but since 
we looked into other uses for refrigerated storage our operational 
rations amounting to 90 million pounds are in commercial storage. 
Unfortunately, some of it isn’t filtering into the New York area, but 
the overall use of commercial storage right now of military refrig- 
erated supplies is up to about 79 percent and just about 2 percent less 
than prior to Cheatham. 

Senator Javrrs. Mr. Chairman, can I ask one other question? 

May we take it that the Department will continue to explore all 
possibilities for replacing this business? 

Mr. Ritxy. Yes, sir. 

Senator Javirs. And quite in good faith and seriously. I think—I 
deeply feel, Mr. Chairman, that the Department itself needs to be 
impressed with the persistency of the industrial people who are con- 
cerned here. It isn’t usual that businessmen, unless they really feel 
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they have a case, would persist quite as arduously as this group has 
persisted, and I am impressed with it. I don’t think any of us want 
to override the Department of Defense, but I do think that we have 
every right to feel that the Department of Defense knows exactly 
what it is doing and is taking every aspect of this under consideration 
and, in all fairness, that a really important effort will be made to 
find ways and means of replacing this business. 

Mr. Rinry. I can assure you of this, Senator. The Department of 
Defense did not make this decision as a result of any pressure. It 
was gone into with deliberation, there were several studies made, 
and we have been convinced that it was the best thing for the Depart- 
ment of Defense to make the move. 

Senator Javirs. Thank you, Mr. Chairman. 

Senator Witi1aMs. Are there any other statements that you gentle- 
men want to present 4 

General, did you have anything ? 

General Macxrytosn. No, sir. I am just here as a backup witness, 
sir. 

Mr. Srvuuts. Mr. Chairman, the committee has received letters from 
the Mayor of the City of New York and from the New York Chamber 
of Commerce; from Roger Gilman, director of the Port of New York 
Authority; Keith McHugh, commissioner of commerce of New York 
State Department of Commerce; and Salvatore Bontempo, commis- 
sioner of conservation and economic development for the State of New 
Jersey ; from other business groups and labor organizations to be in- 
serted in the record. May that be done? 

Senator Witu1aMs. That will be done. We will include these docu- 
ments in the appendix of this record. 

That concludes this portion of our hearing. 

(Whereupon, at 12:25 p.m., the hearing was adjourned.) 














APPENDIXES 


Letters, statements, and telegrams received by the Senate Small Busi- 
ness Committee, re use of Government-owned facilities in competi- 
tion with private commercial refrigerated warehouses. 


APPENDIX 1 
City oF NEw YorK, 
OFFICE OF THE MAYOR, 


New York, N.Y., June 10, 1960. 
Hon. JOHN J. SPARKMAN, 


Chairman, Select Committee on Small Business, 
US. Senate, Washington, D.C. 


DEAR SENATOR SPARKMAN: The action of the Department of Defense in De- 
cember 1957, transferring the major procurement and refrigerated storage of 
perishable foods destined for the U.S. armed services in Western Europe to a 
Government owned and operated facility in Cheatham Annex, Va., injured and 
continues to impair the well-being of labor and employers in this city. 

New York City’s economy is essentially comprised of numerous small business 
firms and their employees. The summary entry of the Department of Defense 
into the handling and warehousing of these perishable foods not only preempts 
an area of enterprise formerly reserved for competitive business, but, in the 
case of New York City, effectively proscribes those engaged in refrigerated stor- 
age from rendering a service to the Federal Government for which facilities had 
been provided for many years. This has resulted in much hardship and loss of 
employment. 

New York City must and does meet the private competition of other localities. 
It cannot, however, compete with the arbitrary assumption by the Federal Gov- 
ernment and transfer to another locality of services formerly competently per- 
formed by private business here. 

I urge that your committee give consideration to such action as would return 
this area of activity to where it properly belongs—in the hands of competitive 
taxpaying enterprise, ready and willing to provide the Government with the 
efficient service it has furnished in past years. 

Sincerely, 
RosBerT F. WAGNER, Mayor. 


APPENDIX 2 


Strate oF NEw YorK, 
DEPARTMENT OF COMMERCE, 


Albany, June 13, 1960. 
Hon. HARRISON A. WILLIAMS, Jr., 


Acting Chairman, Subcommittee on the Relations of Business with Government, 
Senate Select Committee on Small Business, Senate Office Building, 
Washington, D.C. 


DEAR Mr. CHAIRMAN: The Department of Defense diversion of movements of 
perishable frozen foodstuffs, amounting to some 58,000 tons annually, destined 
for oversea armed services personnel from privately operated refriegrated ware- 
houses in the Greater New York-New Jersey area to Cheatham Annex, a Navy 
installation near Williamsburg, Va., would seem to contravene the stated ad- 
ministration policy of discouraging Government participation in privaté enter- 
prise. Equally, the failure to route such shipments through the channels used 
prior to late 1957, when the Department of Defense decision was instrumented, 
I am told, has reulted in some cases in the loss to certain cold storage public 
warehouse facilities of 50 to 60 percent of their gross cold storage business. The 
estimated loss to the cold storage business approximates $1 million a year and 
there is a continuing threat to the jobs of 1,200 people employed by the industry 
in this metropolitan area. The jeopardy to those engaged in related industries, 
such as the railroads, truckers, and food purveyors, is not estimable. 
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The record made heretofore by the Department of Defense would seem not to 
support an exception to the Government’s existing policy regarding competition 
between the Government and private enterprise. Exceptions which allow for a 
Government agency to provide its own services are for purposes of (1) national 
securtiy, (2) costs, and (3) clear unfeasibility. The Department of Defense has 
based its decision for an exception to the Government’s policy on costs, estimat- 
ing an annual saving of approximately $600,000 per year. Industry representa- 
tives have argued that such costs are not correctly set forth for the purposes of 
comparison between private operations and those publicly owned. 

I do not have all the facts to judge the merits of these positions on cost 
Savings, but it seems likely that the Defense Department has not understated 
its alleged savings. Assuming even modest savings, these must be weighed 
against the serious adverse economic effects suffered by the privately owned 
facilities in the New York Port District and the loss of employment in the area, 
Further, these private facilities served the needs of this country in time of 
emergency and, if called upon to do so again, should be available. Diversion 
from their peacetime use will tend to cause attrition. 

For the above reasons, I urge your committee to make every effort to bring 
about the return of the movement and storage of these Army perishables to 
private industry. 

Yours very truly, 
Keita S. McHvuex, 


APPENDIX 3 


DOWNTOWN-LOWER MANHATTAN ASSOCIATION, INC., 
New York, N.Y., June 14, 1960. 
Hon. JOHN SPARKMAN, 
Chairman, Senate Select Committee on Small Business, 
Senate Office Building, Washington, D.C. 


Dear SENATOR SPARKMAN: The Department of Defense some years back 
diverted the export of perishable foodstuffs consigned to U.S. military forces 
in Western Europe. This cargo was originally handled by privately owned and 
operated cold storage warehouses in the New York port and is now under the 
auspices of the Government-owned and Navy-operated warehouses at Cheatham 
Annex, Williamsburg, Va. This diversion has meant a loss of approximately 
59,000 tons of cargo movement through the port of New York and a reduction 
of $1 million in business volume annually. 

The Downtown-Lower Manhattan Association joins with the efforts of the 
four Senators from New York and New Jersey, the New York congressional 
steering committee, Congressmen from New Jersey, the New York State Depart- 
ment of Commerce, the Port of New York Authority, and the warehousing 
industry who together have initiated a program to recover this cargo for the 
port of New York. 

Figures have been presented to indicate that if distribution were made through 
private warehouses, actual savings would result with no diminution in service. 

This association is concerned with the development of business through the 
New York port and we endorse the efforts being taken for the return of this 
cargo movement to privately operated facilities in the New York port. 

Sincerely, 
WARREN T. LiINpDQuist, Executive Vice President. 


APPENDIX 4 


STATE OF NEW JERSEY, 
DEPARTMENT OF CONSERVATION AND ECONOMIC DEVELOPMENT, 
OFFICE OF THE COMMISSIONER, 
Trenton, June 14, 1960. 

Hon. Joun J. SPARKMAN, 
Chairman, Select Committee on Small Business, 
Old Senate Office Building, Washington, D.C. 

Dear Senator SPARKMAN: The State of New Jersey is seriously concerned 
with the detrimental impact on the economy of the port region caused by the 
diversion of frozen food cargoes from cold storage warehouses located in this 
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area to the Federal facility at Cheatham Annex, Virginia. This development 
has resulted in a significant diminution of commercial activity to which the State 
is forced to address itself. The losses suffered by businesses engaged in refrig- 
erated warehousing operations has been severe and is jeopardizing the jobs of 
hundreds of people working in these and other related industries. 

Furthermore, the program carried out by the State of New Jersey to protect 
and encourage the growth of small business is undermined by the action of the 
Federal Government in entering into competition with private commercial facili- 
ties in violation of established administration policy. The State has energeti- 
cally sought to create a climate favorable to commerce and industry and economic 
expansion within its boundaries free from unnecessary restrictions and preju- 
dicial competition. At the same time, the State recognizes that the demands 
of the public must be satisfied. Existing warehousing space and facilities are 
fully adequate in the New Jersey-New York port district to serve all the needs 
of the Department of Defense without sacrificing the military posture of the 
country and incurring increased and greatly disproportionate costs. 

In light of this background, the State of New Jersey respectfully requests that 
this committee appreciate its position and reconsider the decision to reactivate 
the Cheatham Annex facility. 

Sincerely yours, 
SALVATORE A. BONTEMPO, Commissioner. 


APPENDIX 5 


PREPARED STATEMENT OF ROGER H. GILMAN, DIRECTOR OF PORT DEVELOPMENT, THE 
PoRT OF NEW YORK AUTHORITY 


My name is Roger H. Gilman and my statement is being submitted today in 
my capacity as director of port development of the Port of New York Authority. 
One of the port authority’s responsibilities is the promotion and protection of 
trade and commerce through the bistate port area of northern New Jersey and 
New York. 

The damaging effect on small business in the New York-New Jersey port area 
as a result of an annual diversion of some 59,000 tons of perishable foodstuffs 
to Cheatham Annex, Virginia, is being covered in detail in other presentations 
before this committee. I will, therefore, limit my statement to the overall effect 
of this diversion on the port of New York and its potential for serving the Nation 
during a period of national emergency. 

Officials of the Department of Defense have contended that the loss of 59,000 
tons of freight is insignificant when contrasted with the total volume of cargo 
handled at the port of New York. They apparently assume that the port of New 
York can well afford this loss and that they can steadfastly pursue their policy 
of competition with the private commercial cold storage facilities without con- 
cern over the damaging of the mobilization potential of this great port. 

This line of reasoning overlooks the basic nature of the commerce of the 
port and ignores the competitive situation which currently confronts the port. 
With regard to the former, the-tonnage which annually moves through the New 
Jersey-New York port is made up of thousands of shipments of a great variety 
of commodities. The diversion of any of these shipments, no matter how small, 
must be considered as significant. On the average, each ton of waterborne 
cargo moving through the port of New York generates $175 in income earned 
by those employed in the multiplicity of industries involved in the handling 
of such cargo. The diversion of 59,000 tons of refrigerated cargo to Cheatham 
Annex thus equates to a loss of over $10 million a year in port-generated in- 
come. This loss, occurring as a direct result of Government competition with 
private enterprise, obviously most seriously affects those employees directly con- 
cerned. It also has an adverse effect on the economy of the region as a whole, 
while at the same time causing a loss in taxes to the Federal Government. 
These lost taxes alone probably exceed by a wide margin the savings alleged by 
the Army, and do not even take into account the loss in taxes formerly paid by 
private warehousing and transportation businesses which formerly handled the 
cargo. 
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Further, the diversion of Army perishables to Cheatham Annex, Virginia, is 
only one of the many losses which the New Jersey-New York port has suf- 
fered since the end of World War II. The port is suffering the effects of 
diversions by various Federal agencies, of cargo to our competitor ports on 
their allegation that “the effect on the total traffic at the port of New York 
is insignificant.” Many “insignificant” diversions add up to the loss of an 
enormous quantity of cargo. 

At a hearing in Washington on April 13, 1960, presided over by Senator Harri- 
son A. Williams, Jr., Department of Defense officials made it clear that, in the 
event of mobilization, the great bulk of refrigerated cargo moving to bases over. 
seas, would have to move through the cold storage facilities of the port of New 
York. Obviously, the 26 million cubie feet of commercial cold storage space 
available at that port will be of primary importance in any national emergency. 
However, the owners of the privately owned cold storage warehouses at the 
port of New York, unless business warrants, cannot be expected to keep exten- 
sive facilities available, pending some emergency. At such time as business 
does not warrant their continued operation, they have been and will be sold 
and possibly closed forever as cold storage facilities. Those that meet this 
fate will not be available in the event of a national emergency. 

On the other hand, we are advised by cold storage warehouse experts that 
the Government-owned facility at Cheatham is completely susceptible to limited 
usage or “mothballing.” Thus, the mobilization potential of this facility was 
maintained during many years of only partial usage. There is no apparent 
need to operate the cold storage building on a full-time basis in order to have 
it available in the event of a national emergency. 

If partial use is considered uneconomical, there seems to be no reason why 
the entire facility cannot be put into mothball condition until such time, as its 
full potential is required. Innumerable Government installations are currently 
maintained in this status and they are considered to be readily convertible to 
active use. It would appear in fact that the mothballing of a cold storage fa- 
cility is much simpler than the mothballing of many other installations and 
military equipment. 

In summary, I submit that the deleterious effect on selected industries in the 
port of New York, such as the cold storage and transportation industries, and on 
the economy of the port as a whole, is sufficient to justify a condemnation by 
this committee of Government operation of Cheatham Annex. 


APPENDIX 6 


PREPARED STATEMENT OF THE COMMITTEE ON THE HARBOR AND SHIPPING (LLOYD 
H. DALZELL, CHAIRMAN), NEW YORK CHAMBER OF COMMERCE 


The New York Chamber of Commerce is the oldest chamber of commerce in 
the United States, having been originally chartered in the year 1770, and having 
continuously operated since. 

The purpose of the chamber, as expressed in its charter, is to “encourage and 
promote, by just and lawful ways and means, such measures as will tend to 
promote and extend just and lawful commerce * * *.’ ; 

The chamber’s membership is truly representative of the business life of 
the city of New York. Its approximately 1,500 members, both corporate and 
individual, are engaged in virtually every type of commerce and industry. 

The committee on the harbor and shipping is one of 18 standing committees 
of the chamber. This is a statement of the committee on the harbor and ship- 
ping, and it represents the views of the members of that committee, as expressed 
at a meeting held on June 13, 1960. The statement will be presented to the full 
membership of the chamber for ratification at the next general membership 

ing, October 5, 1960. 
Seeceamane is greatly concerned at the adverse effects to the port of New 
York and to the Nation of the diversion to Cheatham Annex, Virginia, in 1957, 
of the warehousing and shipment overseas of nearly 59,000 tons, annually, of 
perishable foodstuffs destined for Army installations abroad. This warehousing 
and shipment had previously been handled largely at the port of New York. 

For many years prior to 1957 these frozen-food cargoes had been warehoused 
in the privately owned commercial refrigerated warehouse facilities in the port. 
These are the most extensive in the Nation, and they had been developed to 
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serve the needs not only of the civilian economy, but also the needs of the 
Government, and particularly in time of war or other national emergency. 

The value to the Nation of these facilities cannot be overestimated. One has 
only to reeall the outstanding performance of the port of New York, and its 
warehousing industry, during World War II, when the large bulk of the goods 
and materiel destined overseas for the war effort were marshaled and dis- 
patched from the port of New York. 

The transfer of the warehousing and shipment of frozen foodstuffs to Cheat- 
ham Annex, a Navy facility until recently in a mothball status, has disturbing 
implications for the privately owned commercial refrigerated warehouse industry 
in New York and elsewhere. For example, it is admitted by all that the 
26 mililon cubic feet of commercial refrigerated warehousing space in the port 
of New York will be essential in the event of any future national emergency. 
Yet the transfer of a significant part of the Government’s total cold storage 
business to Cheatham Annex means that commercial warehouse space that 
had been developed to meet the Government’s needs now stands vacant. Clearly, 
unless new business can be developed to warrant continued operation, these 
now surplus facilities will be sold by their owners or transferred to other uses, 
probably not as cold storage facilities. They will no longer be available in case 
of emergency need. In the judgment of the committee this would not be in the 
public interest. 

The committee believes, further, that operation of Government-owned refrig- 
erated warehousing facilities, when adequate, privately owned facilities at the 
port of New York, and elsewhere, are available, runs counter to the Govern- 
ment’s policy of encouraging private enterprise. As a basic policy we are 
opposed to the Federal Government’s engaging in activities which can be car- 
ried out by private enterprise, and which compete with private enterprise. 

We hope that the Select Committee on Small Business will urge the Defense 
Department to recognize the tremendous importance in the public interest, and 
for adequate national defense, of maintaining in the port of New York, and 
elsewhere, of adequate private facilities for the storage and shipment of perish- 
able foodstuffs destined for installations overseas; and that this activity, so 
important to the welfare of the Nation, of the private refrigerated warehouse 
industry, and the commerce of our port, will soon be returned to private enter- 
prise. 


APPENDIX 7 


COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC., 
New York, N.Y., June 10, 1960. 
Hon. JonHn J. SPARKMAN, 
Chairman, Select Committee on Small Business, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR SPARKMAN: We are sending herewith a brief statement which 
we would appreciate your receiving in connection with the hearings on June 15, 
concerning the diversion of Department of Defense storage facilities from the 
port of New York to Cheatham Annex, Virginia. 

Sincerely, 
RALPH C. Gross, 
General Manager. 


PREPARED STATEMENT OF COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC. 


The Commerce and Industry Association of New York, which represents 3,500 
commercinl and industrial firms in the New York area, urgently requests con- 
sideration by the Select Committee on Small Business of the U.S. Senate, of the 
matter of diversion of perishable foodstuffs destined for oversea military estab- 
lishments from the port of New York to Cheatham Annex, Virginia. The asso- 
ciation believes that the use of a Government-owned facility for activities which 
can be handled by private industry is contrary to stated administration policy, 
and represents unwarranted and wasteful Government competition with private 
enterprise. The association fully supports Senators and Congressmen for the 
port district, frozen food industry spokesman, and other port of New York inter- 
ests in their assertions that Department of Defense cost data used to justify the 
diversion of this frozen foodstuff movement to Cheatham Annex are unrealistic 
in the light of proper business accounting practice and that the Department's 
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purported annual savings are theoretical compared to real savings which would 
accrue through use of private facilities at New York. Annual loss of 59,000 tons 
of refrigerated cargo caused by shift to Cheatham Annex represents a significant 
diversion of general cargo volume moving through the port of New York and 
results in substantial losses to the private warehousing industry in excess of 
$1 million per year. We strongly urge a return of this cargo to private cold 
storage warehousing facilities in the port of New York. 


APPENDIX 8 


WEST SIDE ASSOCIATION OF COMMERCE IN THE CITY OF NEW YORK, 
New York, N.Y., June 13, 1960. 
Hon. JOHN J. SPARKMAN, 
Chairman, Select Committee on Small Business, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR: It is our understanding that your committee will hold a hear. 
ing on June 15 in the matter of a possible effect on business of the removal of 
the Federal oversea subsistence operations from New York to Cheatham Annex, 
Virginia. This association desires to reiterate its opposition to the removal 
of the said operations from New York and urges your committee to take such 
action as is possible to return the activities to this city where they logically be. 
long. We have held this position consistently since 1956 when the change to 
Cheatham Annex was first suggested. 

Despite its enormous size, New York is essentially composed of small business 
firms. The removal, therefore, of business aggregating $50 to $60 million a year 
has a vital and disastrous effect on hundreds of small business firms as well as 
on thousands of laborers. It is our understanding that in the trucking industry 
alone the jobs of approximately 1,000 persons have been jeopardized since the 
business was moved out of this area. We are not aware of how many persons 
have actually lost employment but it probably is a sizeable number inasmuch 
as several cold storage warehouses have ceased to do business in the last 2 
years. 

It should be kept in mind that the Federal administration has repeatedly stated 
that it is opposed to the Government staying in business in competition with 
private industry. It should also be borne in mind that Cheatham Annex was 
constructed solely as a war measure with the understanding that it would be 
discontinued at the close of hostilities. Instead of living up to these two prin- 
ciples, the Government has expanded its competition with private industry by 
reopening Cheatham Annex and by taking business away from the truckers, 
warehouses, steamship lines, and other affiliated lines of business in the New 
York area. It must be obvious that neither Cheatham Annex nor the Govern- 
ment refrigerated ships would handle the necessary amount of supplies in the 
case of another shooting war in Europe. It seems to us, therefore, that it not 
only is contrary to the principle of protecting small business by the continued op- 
eration of the Cheatham Annex plant but it is likewise unsound from a national 
defense viewpoint to jeopardize the continuance of New York’s cold storage 
facilities which would be so necessary in case of another armed conflict. 


Respectfully yours, 
JAMES W. Danany, Vice President. 


APPENDIX 9 


HOBOKEN CHAMBER OF COMMERCE, 
Hoboken, N.J., June 14, 1960. 

Senator JoHN J. SPARKMAN, 

Chairman, Select Committee on Small Business, 

Old Senate Office Building, Washington, D.C. 

Dear Senator: Thank you very much for your efforts to resume shipments 
of perishable foods for our oversea forces through the port of New York and 
the using of New Jersey’s cold storage facilities which have suffered since 1957 
through the routing of these foods through Cheatham Annex, Virginia. 

This is unfair competition to our refrigerated warehousing industry which is 
suffering substantially because of this Government competition. 
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Since it is the general policy of the administration that the Federal Govern- 
ment will not carry on commercial industrial activity in competition to private 
industry we join you in protesting the diversion of frozen foodstuffs to Cheatham 
Annex and ask that these cargoes be returned to the port of New York area. 

Cordially, 
Cuas. P. Stariines, Executive Secretary. 


APPENDIX 10 


West Hupson CHAMBER OF COMMERCE, 
Kearny, N.J., June 13, 1960. 
Senator JoHN J. SPARKMAN, 
Chairman, Select Committee on Small Business, 
Old Senate Office Building, Washington, D.C. 


DeAR SENATOR SPARKMAN: No private enterprise can compete with “big gov- 
ernment.” The Cheatham Annex in Williamsburg, Va., since its reactivation in 
1957, has caused considerable hardsihp on private operators in the port of New 
York area with the immediate loss of 1,200 jobs facing the port’s economy. 
Associated industries may also anticipate corresponding losses in income and 
employment. It is inconceivable that the Government statistics on the amount 
of money saved on the reactivation of the Cheatham Annex can approach the 
reported figure of $800,000. I feel certain, further, that the manner in which 
this figure was developed is inconsistent with the procedures set forth by the 
Bureau of the Budget. 

When one couples a Government subsidized St. Lawrence Seaway with a 
marked cutback in Government contracts to private enterprise as evidenced by 
the Cheatham affair, we in the port area are obliged to take offense. We strongly 
urge that consideration be given the New York- New Jersey metropolitan area’s 
economy in the surprising reversal of Government policy we are faced with in 
the Cheatham Annex affair. 

Sincerely, 
SAMUEL A. RINALDI. 


APPENDIX 11 


PREPARED STATEMENT OF A. E. BayYLis, VICE PRESIDENT, FREIGHT SALES AND 
SERVICE, NEw YORK CENTRAL RArILRoaD Co. 


Gentlemen: The privilege of presenting our views to your honorable body is 
greatly appreciated. 

For many decades the port of New York and the New York Central Railroad 
have been synonymous in their services to our country’s economy and defensive 
welfare. The New York Central considers itself an integral part of the port and 
we have expended our resources to provide facilities to promote a full and easy 
flow of freight of all kinds through this great world port. However, in recent 
years influences have been at work which, if allowed to remain in effect, will 
continue to unfairly deprive the port of New York of its rightful share of the 
Nation’s commerce. 

The matter of maintaining our ports and harbors is important to the economic 
and defense welfare of the Nation as a whole. It is not in the best interest to 
allow an important deepwater harbor such as New York to become obsolete, 
through policies and practices within the control of the departments and agencies 
of the Government. In so doing, the means of maintaining these facilities have 
shrunk so that now the problem of the future must be faced. No port or in- 
dividual company can operate merely on a standby service basis. 

The first situation about which I wish to make a statement relates to frozen 
food shipments for the Army. Here is an instance of commodities controlled by 
the Government which could and should move through the port of New York 
which were diverted from the New York area in 1957 to the Government owned 
and operated facility at Cheatham Annex in Williamsburg, Va. For many 
years prior to October 1949, the Department of Agriculture leased a large area 
in the Bronx Terminal Market, owned by the city of New York and served by 
tracks of the New York Central, for storage-in-transit of food stuffs. There 
was then a policy change in the Department of Agriculture to the effect that they 
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would no longer operate their own facilities but would utilize commercial ware- 
houses. Under this policy of utilizing commercial warehouses, the Manhattan 
Refrigeration Co., located in New York City on the New York Central tracks 
and having several cold storage warehouses in upstate New York cities of Holly, 
Oswego, and Morton, which were used to assemble and store perishable Govern- 
ment freight pending overseas shipment. This policy in practice was clearly in 
keeping with the administration’s publicly stated position with regard to 
lessening competition between public and private enterprises. 

In spite of the policy of the Government reducing its competition with private 
business, in December 1957, there was again a reversal of Governmental agen- 
cies and Defense Department policy when it was decided to reactivate the Navy- 
operated facility at Cheatham Annex in Williamsburg, Va. It was further de. 
cided that this Government facility was to act as a distribution point for 75 per- 
cent of all the perishables and other food stuffs, much of which was consigned to 
Western Europe, which the port of New York has historically served and formerly 
handled. 

Well founded objections to this change in policy have been repeatedly lodged 


with the Defense Department on two main issues: First the diversion of perish- 
able commodities from private commercial facilities to Government owned. and 
operated facilities is in conflict with the administration policy regarding com- 
petition between private and public facilities. The Defense Department’s alleged 
savings have been disputed and figures have been presented by a committee 
representing the New York interest to show that there has not been a true 
accounting of costs. 

The second basis of objection was the adverse economic effect of this policy 
change upon cold storage warehouses, the transportation industry, and other | 
related business and emp'oyment in the port of New York. 

Another situation clearly within the policy control and practice of the Govern- 
ment which is of vital importance to maintaining our international relations, 
economy, and defense welfare, as well as affecting the future of the port’ of 
New York and our transportation facilities, relates to the export of grain. Until 
the last few years New York was the leading exporter of grain on the Atlantic 
Seaboard with many active grain elevators in operation. The New York Central 
at one time had three elevators in operation in New York Harbor. The grain 
traffic, largely under governmental control, has deteriorated so that in the past 
several years there have been only two elevators in operation—one operated by 
the Port of New York Authority and the other by the New York Central in 
Weehawken, N.J. The latter is the only one with direct rail connections. 

The amount of grain received at our Weehawken elevator has continually 
decreased to the point where, in 1959, we reached a postwar low of 4,345,287 
bushels, of which 1,314,844 were for the account of Commodity Credit Corpora- 
tion. This small amount is far below the minimum necessary to break even 
on the costs of maintaining and operating the facility. Thus, unless corrective 
action is taken, the continued practices of the Commodity Credit Corporation 
will even further contribute to the obsolescence of the New York port and may 
actually force us to abandon our Weehawken elevator. 

As information, there is attached as appendix A, a statement of the total 
amount of grain received at our Weehawken elevator during the years 1947 to 
1959, inclusive. There is also attached, appendix B, a statement showing the 
amount of Commodity Credit Corporaticn grain received at this facility during 
the same vears. 

While 1958 set a record low, it appears 1960 will be even more disastrous as 
we are presently running 44.6 percent below last year. A comparison of the first 
5 months of 1960 with 1959 is shown below. 
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Si cdi acanteated 1, 318, 093 31, 847 Decrease. ....¢...-.. 1, 077, 156 560, 676 
RT 2. 395, 249 | 592. 523 || Percent decrease__-._-| 44.6 94.6 






The operation of a large export facility such as our Weehawken-West Shore 
elevator is an extremely expensive proposition and far different from an ordi- 
nary warehouse. Waterfront property is always expensive. Moreover, not only 
is it necessary to provide the elevator but it is also necessary to provide pier 
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facilities for the berthing and loading of ships. In this connection we are 
faced not only with the maintenance of facilities but also the added cost of con- 
tinuous dredging to prevent the accumulation of silt alongside the piers and 
elevator. 

In an effort to help the Government and to obtain Commodity Credit Corpo- 
ration grain at New York, the New York Central recently became a party to 
the Uniform Grain Storage Agreement which, in effect, reducted our much 
needed storage revenue by approximately 50 percent. Despite this, the Com- 
modity Credit Corporation insists they cannot utilize the port of New York be- 
eause of the historical rail rate differential which affects all rail grain ship- 
ments from the West and Midwest. 

A further, recent change in Department of Agriculture policy provides for 
the abandonment of the Government’s most economical means of grain stor- 
age; namely, the Liberty ships at nearby Jones Point on the Hudson River, 
commonly referred to as the “mothball fleet.” This, together with the an- 
nouncement of Government policy to use the St. Lawrence Seaway whenever 
possible on shipments from the Midwest, has not only dimmed our hopes but 
nearly extinguished them. 

The future of our grain elevator should be of vital concern to the commodity 
stabilization services as well as related to our defense and international di- 
plomacy; consequently, an urgent plea was made to them for regular ship- 
ments of grain through New York, and the following concrete suggestions were 
made to the commodity stabilization services: 

(1) The establishment of ex-lake grain stores at New York. These stocks 
could then be offered for sale “in store” or “f.o.b. vessel” at no price dis- 
advantage inasmuch as the rail rates from Buffalo are the same to New 
York as to other North Atlantic ports. 

(2) Resumption of the mothball fleet program. This would be of ma- 
terial benefit to the Government since it provides the lowest cost storage 
obtainable. 

Our appeal has not resulted in any change of policy or practice on the part 
of the Commodity Stabilization Services, and the port of New York and its 
facilities continue to be downgraded by our own Government agencies. We 
have gone beyond the point of diminishing returns on the operation of the Wee- 
hawken elevator and are not meeting its expenses. Therefore, we repeat, it is 
self-evident that the New York Central cannot afford to maintain it very much 
longer at a loss, just to provide standby service for those who desire to use the 
port of New York only as a last resort. The situation is indeed highly critical 
and unless something is done in the very near future it may very well be that 
1961 will be the year in which the great port of New York, so vital to national 
defense, becomes totally devoid of facilities for handling export grain. 

The historical North Atlantic Port Rate Differential case is now pending be- 
fore the Interstate Commerce Commission and contains all of the facts, figures, 
and reasons why the rate differentials are contributing to the diversion of ton- 
nage away from the New York port and thereby hastening its deterioration. 
No doubt this case will be a very lengthy proceeding which will eventually 
wind up before the courts, and in the meantime the New York port and the New 
York Central suffers. We do therefore humbly beseech that the Department 
of Defense and the Deparment of Agriculture take the leadership in establish- 
ing policies and practices that will maintain sufficient tonnages of perishables, 
grain, and other commodities through the New York port so as to perpetuate 
the best economic and defense interests of this area. 


Exuipsit A 


Bushels of grain received at New York Central RR. west shore grain elevator 


Year : Bushele | Year—Continued Bushels 
a en oat 11, 298, 14§ a a Bet 5, 742, 090 
a a ol 9, 145, 408 , RIN Lb os 10, 972, 915 
i ia Sale 21, 360, 201 ee See 13, 510, 488 
Ooh Be lc 7, 100, 187 NE ca eae OO reer ayes 6, 298, 164 
Mt Pook Or i ied 2d 10, 564, 742 Woes Pigs! Ti.) PIG k. 8, 638, 069 
pees J oe 5, 336, 724 TO EO Gilet res 4, 345, 287 
Geo Lo Se 10, 015, 157 
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EXHIBIT B 


Bushels of CCC grain received at New York Central RR. west shore grain 


elevator 
Year: Bushels | Year—Continued Bushels 

ON hates cen aa 6, 212, 064 eae ae ere ath ia 4, 373, 621 
I a a a Ts ra 4, 558, 019 | TORE aianegeeere 7, 837, 417 
re 17, 168, 640 a ee 9, 393, 998 
a eee 4, 888, 734 i a Sia etic 3, 063, 486 
a 5, 884, 114 a a ic 6, 083, 658 
li ea ol 1, 387, 002 a 1, 314, 844 
RESP ep eer eee 7, 634, 399 


APPENDIX 12 
{Telegram ] 
CLEVELAND, Onto, June 14, 1960. 
WALTER STULTS, 
Administrative Assistant, Select Committee on Small Business, 
Senate Office Building, Washington, D.C.: 


Sontinued military operation of cold storage facilities at Cheatham Annex, 
Va., is another example of government competition with private enterprise, 
Hope your committee will reverse this trend by rejecting current Defense De- 
partment proposal. Private industry is ready and willing to handle all such 
military cold storage requirements. 

H. W. Von WILLE, 
President, Erie Railroad. 


APPENDIX 138 


[Telegram ] 
NEw York, N.Y., June 13, 1960. 
Hon. JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
Senate Office Building, Washington, D.C.: 

At special hearing on the 15th your committee is considering the matter of 
continued military operation of cold storage facilities at Cheatham Annex, Va. 
The reactivation of this facility has diverted a substantial amount of traffic 
from cold storage warehouses in the New York metropolitan area and presum- 
ably other seaboard points. As a representative of the second Hoover Com- 
mission subcommittee on Government Competition With Business Enterprise, I 
have previously urged Department of Defense to reconsider its position. Con- 
tinued operation of Cheatham Annex is wrong in principle and clearly contrary 
to the expressed intent of the White House and the Congress covering enter- 
prises of this competitive nature. I hope your committee will consider the broad 
implications of this operation as well as the detailed justification which pre 
sumably will be expressed by the Pentagon. 

P. M. SHOEMAKER, 
President, Delaware, Lackaawana & Western Railroad Co. 


APPENDIX 14 


[Telegram ]} 


New York, N.Y., June 15, 1960. 


Hon. JOHN SPARKMAN, 
Chairman, Senate Committee on Small Business, 
Senate Office Building, Washington, D.C.: 

The New York City Central Labor Council, AFL-CIO, requests that your com- 
mittee give favorable consideration to have the Department of Defense subsist- 
ence operations returned to the New York area where they have been a part of 
the economy for many years. 

The removal of this business from this port area has not only brought about a 
direct reduction in employment for our people but it has also resulted in a 
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generally upset and deteriorating condition in the cold storage industry itself, 
which also materially affects the employment of our members. 

We strongly urge that you use your best efforts to bring about an immediate 
correction of this very harmful action which is so detrimental to our members. 


Harry VAN ARSDALE, Jr., 


President. 
MorRIs [USHEWIT2, 

Secretary. 
JAMES C, QUINN, 

Treasurer. 


APPENDIX 15 


[Telegram ] 
NEWARK, N.J., June 15, 1960. 
Hon. JOHN SPARKMAN, 
Chairman, Senate Committee on Small Business, Old Senate Office Building, 
Washington, D.C. 


We oppose reactivation of Government-operated warehouses in competition 
with private industry. Such is and will continue to harmfully affect economy in 
area by causing unemployment and loss of taxes. Puzzling that administration 
which opposes Government competition with industry now sees fit to usurp 
private enterprise. Urge you do all within your power to correct this injustice. 

VINCENT J. MurpHry, 
Secretary-treasurer, New Jersey State Federation of Labor. 


APPENDIX 16 


INTERNATIONAL UNION OF OPERATING ENGINEERS, 
Locat Unrons Nos. 30, 30—A, 30-B, 
New York, N.Y., June 10, 1960. 
Hon. JOHN SPARKMAN, 
Chairman of the Senate Committee on Small Business, 
Old Senate Building, Washington, D.C. 


DeaR SENATOR: We want to record with you the aproval of our union of the 
effort now being made to have the Department of Defense subsistence opera- 
tions returned to the New York area where they have been a part of the 
economy over a period of some 50 years. 

Our union which consists of 4,000 members, furnishes practically all the labor 
in the cold storage industry in this area and has done so during all the time 
the Defense Department relied on this port for support in emergency and peace- 
time. The removal of this business from this port area has not only brought 
about a direct reduction in employment for our people but it has also resulted 
in a generally upset and deteriorating condition in the cold storage industry 
itself, which also materially affects the employment of our members. 

We strongly urge that you use your great influence and best efforts to bring 
about an immediate correction of this very harmful action which has had such 
a drastic and unfavorable influence on the walfare of our members, as well as 
the general economy of this port area. 

Sincerely yours, 
JosePH R. Donovan, Business Manager. 


APPENDIX 17 


OFFICE EMPLOYES INTERNATIONAL Unton, Locar 1538, 
New York, N.Y., June 10, 1960. 
Hon. Jonn SPARKMAN, 
Chairman, Senate Committee on Small Business, 
Old Senate Building, Washington, D.C. 


DeaR SENATOR SPARKMAN: We want to record with you the approval of our 
union of the effort now being made to have the Department of Defense sub- 
sistence operations returned to the New York area where they have been a part 
of the economy over a period of some 50 years. 
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The removal of this business from this port area has not only brought about 
a direct reduction in employment for our people but it has also resulted in a 
generally upset and deteriorating condition in the cold storage industry itself, 
which also materially affects the employment of our members. 

We strongly urge that you use your great influence and best efforts to bring 
about an immediate correction of this very harmful action which has had such 
a drastic and unfavorable influence on the welfare of our members, as well ag 
the general economy of this port area. 


Respectfully yours, 
Ben J. CoHAN, Secretary-Treasurer. 


APPENDIX 18 


IBFOMM—AFL-CIO Power PLANT AND REFRIGERATION EMPLOYEES, 
MAINTENANCE MECHANICS AND HELPERS LOCAL 56, 
New York, N.Y., June 10, 1960. 
Hon. JOHN SPARKMAN, 
Chairman, Senate Commission on Small Business, 
Old Senate Building, Washington, D.C. 

DEAR Mr. SPARKMAN: We, the officers and members of Local Union No. 56, 
wish to voice our approval of the effort being made to have the Department of 
Defense subsistence operations returned to the New York area, as this depart- 
ment had been an important factor in the economy of the New York area for 
the past 50 years. 

Our local union has a membership of 2,000 and we furnish practically all the 
maintenance labor in the cold storage industry in the Greater New York area, 
and had done so during the time the Defense Department relied on this port for 
support in emergency and peacetimes. The deteriorating condition of the cold 
storage industry in New York was brought about by the removal of this business 
from this port area along with a direct reduction in employment for our people. 

We appeal to your sense of righteousness to use your good influence and best 
efforts to bring about immediate action to correct this most unfavorable condi- 
tion which has had such drastic and unfavorable effect on the welfare of our 
members as well as the general economy of this port area. 

Thanking you for the kind consideration given to this most urgent matter, 
we remain 

Respectfully yours, 
WILLIAM LINKE, President. 
MICHAEL Hart, Secretary-Treasurer. 


APPENDIX 19 


STATIONARY ENGINEERS LOCAL UNION No. 68, 
Newark, N.J., June 10, 1960. 
Hon. JoHN SPARKMAN, 
Chairman, Senate Committee on Small Business, 
Old Senate Building, Washington, D.C. 

Dear SENATOR: We would like to record with you the approval of our union 
of the effort now being made to have the Department of Defense subsistence 
operation return to the New York area, where they have been a part of the econ- 
omy for a period of over 50 years. 

This union consists of 2.500 members with the greater number of them em- 
ployed around the metropolitan area. We have for a number of years held con- 
tracts with the cold storage industry covering operating engineers, maintenance 
mechanics, and oilers. The removal of this business in the port area has not only 
brought about a direct reduction of employment for our people in the cold storage 
industry, but it has also resulted in a generally upset and deteriorating condition 
in the cold storage industry which has also materially affected the employment 
of our members. 
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We strongly urge that you use your good influence and best efforts to bring 
about the immediate correction of this harmful action which has had a drastic 
and unfavorable influence on the welfare of our members as well as the general 
economy of this port. 

Respectfully yours, 
JOHN J. GIBLIN, Business Manager. 


APPENDIX 20 


DRIVERS, CHAUFFEURS, WAREHOUSEMEN, AND HELPERS, 
LocaL UNION No. 617, 
Jersey City, N.J., June 9, 1960. 
Hon. JOHN SPARKMAN, 
Chairman of Senate Committee on Small Business, 
Old Senate Building, Washington, D.C. 


DeaR HONORABLE J. SPARKMAN: We want to record with you the approval of 
our union of the effort now being made to have the Department of Defense 
subsistence operation return to the New York area, where they have been a 
part of the economy for over a period of 50 years. 

Our union, which consists of 500 members, furnishes practically all the labor 
in the cold storage industry in the metropolitan area, and has been doing 
so all the time the Defense Department relied on this port for support in 
emergency and peacetime. The removal of this business in the port area has 
not only brought about a direct reduction of employment for our people in the 
cold storage industry, but it has also resulted in a generally upset and 
deteriorating condition in the cold storage industry which has also materially 
affected the employment of our members. Our Union does not only represent 
the cold storage industry, but also local truckmen which were affected by 
this move. 

We strongly urge that you use your good influence and best efforts to bring 
about an immediate correction of this harmful action which has had a drastic 
and unfavorable influence on the welfare of our members as well as the general 
economy of this port. 

Respectfully yours, 
FRANK PINTO, Business Agent. 


APPENDIX 21 


INLAND WAREHOUSEMEN LOCAL No. 818, 
New York, N.Y., June 9, 1960. 
Hon. JOHN SPARKMAN, 
Chairman of the Senate Committee on Small Business, 
Old Senate Building, Washington, D.C. 


DEAR SENATOR SPARKMAN: We want to record with you the approval of our 
union of the effort now being made to have the Department of Defense sub- 
sistence operations returned to the New York area where they have been a part 
of the economy over a period of some 50 years. 

Our union which consists of 1,700 members, furnishes practically all the labor 
in the cold storage industry in this area and has done so during all the time the 
Defense Department relied on this port for support in emergency and peacetimes. 
The removal of this business from this port area has not only brought about a 
direct reduction in employment for our people but it has also resulted in a 
generally upset and deteriorating condition in the cold storage industry itself 
which also materially effects the employment of our members. 

We strongly urge that you use your great influence and best efforts to bring 
about an immediate correction of this very harmful action which has hdd such 
a drastic and unfavorable influence on the welfare of our members, as well as 
the general economy of this port area. 

Very truly yours, 
PATRICK SULLIVAN, President. 
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APPENDIX 22 


LocaL UNION 660, 
Grocery, CANDY, Foop PROCESSING, ALLIED INDUSTRIES, 
WAREHOUSE & DISTRIBUTION WORKERS, 
Jersey City, N.J., June 13, 1960. 
Hon. JOHN SPARKMAN, 
Chairman, Senate Committee on Small Business, 
Old Senate Building, Washington, D.C. 

DEAR HONORABLE J. SPARKMAN: We want to record with you the approval of 
our union of the effort now being made to have the Department of Defense sub- 
sistence Operation, return to the New York area, where they have been a part 
ot the economy for over a period of 50 years. 

Our union, which consists of 1,500 members, furnished a great deal of the 
labor in the cold storage industry in the metropolitan area, and has been doing 
so all the time the Defense Department relied on this port for support in emer. 
gency and peacetime. The removal of this business in the port area has not 
only brought about a direct reduction of employment for our people in the 
cold storage industry, but it has also resulted in a generally upset and deteriorat- 
ing condition in the cold storage industry which has also materially affected 
the employment of our members. Our union does not only represent the cold 
storage industry, but also local truckmen which were affected by this move. 

We strongly urge that you use your good influence and best efforts to bring 
about an immediate correction of this harmful action which has had a drastic 
and unfavorable influence on the welfare of our members as well as the general 
economy of this port. 

Respectfully yours, 
Eustace Roper, President. 


APPENDIX 23 


TEAMSTERS AND WAREHOUSEMEN’S UNION LOCAL 892, 
Jersey City, N.J., June 13, 1960. 


CHAIRMAN OF SENATE COMMITTEE ON SMALL BUSINESS, 
Old Senate Building, Washington, D.C. 


DeaR HONORABLE SENATOR JOHN SPARKMAN: We wish to record with you the 
approval of our local union the effort now being made to have the Department 
of Defense subsistence operation return to the New York City metropolitan 
area. 

The removal of this business has caused hardship to our members for the last 
5 or 6 years. 

We strongly urge that you utilize your good influence to correct this gross 
harmful action to our cold storage industry, and employees. 


Respectfully yours, 
GEORGE KANE, President. 


APPENDIX 24 


Jornt Councit No. 73, 
INTERNATIONAL BROTHERHOOD 
TEAMSTERS, CHAUFFEURS, WAREHOUSEMEN, AND HELPERS, 
Jersey City, N.J., June 14, 1960. 
Hon. JOHN SPARKMAN, 
Chairman, Senate Committee on Small Business, 
Old Senate Building, Washington, D.C. 

Dear SENATOR SPARKMAN: We are bringing to your attention a very drastic 
situation in this area that directly affects many thousands of our members. This 
applies to the return of the Department of Defense subsistence operation, 
wherein our members of the ports of New York and New Jersey have depended 
on the continued program that had been in effect heretofore. 

We speak on behalf of a membership totaling approximately 75,000, of which 
30 percent is directly affected by this program. The cold and dry storage in- 
dustry, plus the local truckmen who were affected by this move, is of great 
concern to the New York-New Jersey area. 
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Your efforts in the continuance of this program will greatly benefit our rank 
and file and anything you can do to help this cause will be greatly appreciated 
by our voting members, families and friends. 

Respectfully yours, 
ANTHONY PROVENZANO, President. 


APPENDIX 25 


New YorK Boarp OF TRADE, INC., 
New York, N.Y., June 17, 1960. 
Hon. JOHN J. SPARKMAN, 
Chairman, Senate Select Committee on Small Business, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR SPARKMAN: The New York Board of Trade favors the return 
to the New York port area of the Army’s installation for the handling of perish- 
able foods for the Armed Forces in Europe which was transferred to Cheatham 
Annex, Va., 2 years ago. 

We believe you will find that this work could be done more efficiently here and, 
of course, you are aware that it would be of help to many small business opera- 
tions in our area. 

We would appreciate your giving our recommendation your consideration. 

Sincerely yours, 
RosBert T. WALSH, 
Ezecutive Vice President. 








